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BLOCK  GRANTS  AND  OPPORTUNITIES  FOR 
DEVOLUTION 


THURSDAY,  FEBRUARY  2,  1995 

U.S.  Senate, 
Committee  on  the  Budget, 

Washington,  DC. 

The  committee  met,  pursuant  to  notice,  at  9:34  a.m.,  in  room 
SD-608,  Dirksen  Senate  Office  Building,  Hon.  Judd  Gregg  presid- 
ing. 

Present:  Senators  Domenici,  Grassley,  Gorton,  Gregg,  Snowe, 
Abraham,  Exon,  and  Simon. 

Staff"  present:  G.  Wilham  Hoagland,  staff"  director;  and  Lisa 
Cieplak,  senior  analyst  for  education,  social  service  and  Justice. 

For  the  minority:  William  G.  Dauster,  democratic  chief  of  staff" 
and  chief  counsel;  and  Jerry  Slominski,  deputy  chief  of  staff". 

Senator  Gregg.  Let  me  just  announce  that  the  Governor  is  not 
going  to  be  here  until  10:00.  We  will  begin  the  hearing  mth.  the 
ranking  Senator,  Senator  Exon. 

Senator  ExoN.  Mr.  Chairman,  thank  you  very  much.  Undoubt- 
edly, obviously,  we  have  a  schedule  conflict.  I  guess  Governor 
Engler,  who  I  understood  was  to  be  our  first  witness  at  9:30,  is 
going  to  be  delayed  by  necessity.  I  would  just  like  to  explain  that 
as  Senator  Nunn  necessarily  had  to  be  absent  today,  I  must  go  over 
to  the  Armed  Services  Committee  at  10  o'clock.  So  if  it  is  all  right 
with  you,  Mr.  Chairman,  I  would  like  to  make  an  opening  state- 
ment. 

I  think  this  is  a  very,  very  important  hearing.  We  do  need  to 
hear  from  the  Governors  on  this.  If  I  could  make  my  opening  state- 
ment and  comments,  then  you  would  be  at  your  pleasure,  if  you 
would,  to  recess  the  hearing  until  whatever  time  you  think  is  ap- 
propriate. If  I  might  go  ahead? 

Senator  Gregg.  Please. 

OPENING  STATEMENT  OF  SENATOR  EXON 

Senator  Exon.  I  certainly  want  to  welcome  the  testimony  of  our 
witnesses  when  they  arrive.  I  had  hoped  that  they  would  be  here 
in  person  to  hear  what  I  thought  would  be  appropriate — as  a 
former  Governor,  I  think  I  have  basically  an  understanding  of  the 
concerns,  many  of  them  legitimate,  of  the  Governors.  Of  course, 
that  is  the  real  reason  for  this  hearing  which  is  designed  to  con- 
tinue to  examine  the  relationship  between  the  Federal  Government 
and  the  States. 

(1) 


As  Governor  of  Nebraska,  I  always  thought  it  was  better  for  the 
Federal  Government  to  give  than  to  receive.  Would  you  believe  that 
I  am  no  longer  such  an  avid  backer  of  that  rule? 

However,  I  can  sympathize  with  the  frustration  of  our  State  lead- 
ers. They  want  greater  flexibility  to  develop  the  best  programs  for 
their  States.  They  want  less  micro-managing  from  Washington. 
They  will  get  no  argument  from  this  Senator  on  those  concerns. 

Some  of  our  Governors  have  also  said  that  they  would  gladly  ex- 
change less  Federal  aid  for  more  flexibility  in  running  their  pro- 
grams. I  applaud  that,  and  I  think  that  is  basically  what  I  have 
supported  over  the  years. 

Other  officials,  though,  are  concerned  that  they  will  not  have  the 
necessary  resources  to  tackle  the  greater  responsibility  that  would 
accrue  to  them  under  such  a  plan.  I  hope  that  we  will  hear  both 
sides  of  this  issue  and  take  it  into  due  consideration  as  we  proceed. 

A  whole  new  vocabulary  has  sprung  up  around  this  new  federal- 
ism. We  hear  about  block  grants,  performance-based  funds,  un- 
funded mandates,  swaps,  and  turnbacks.  Many  Governors  and 
State  legislators  also  want  a  "hold  harmless"  clause  in  any  con- 
stitutional amendment  to  balance  the  budget,  an  agreement  that 
Federal  funds  flowing  to  the  States  would  not  be  interrupted.  I 
would  simply  say  that  that  is  easier  said  than  done.  I  might  add 
that  there  are  many  other  considerations  and  concerns  that  we 
should  take  a  close  look  at. 

I  will  be  particularly  interested  to  hear  what  our  witnesses  have 
to  say  about  block  grants.  Many  contend  that  they  contribute  to  a 
strong  partnership  between  the  Federal,  State,  and  local  govern- 
ments. 

Of  course,  I  am  interested  in  any  program  that  permits  the 
States  to  administer  programs  efficiently  and  effectively,  and  with 
as  little  interference  from  Washington  as  possible. 

However,  I  want  to  be  clear  on  this  point.  If  the  Federal  Govern- 
ment provides  the  funding  for  a  program  through  our  tax  system, 
there  still  must  be  some  Federal  standards,  at  least  in  some  in- 
stances. We  do  not  have  to  prescribe  specific  practices  or  proce- 
dures. But  we  do  have  the  right,  in  my  mind,  to  set  standards, 
minimum  standards,  in  some  form  in  some  programs.  And  if  we  do 
not  do  that  to  some  extent,  then  what  we  have  really  created  is  a 
money  machine  through  the  Federgd  taxation  policy  that  is  just 
given  to  the  States,  something  like  the  revenue  sharing  that  was 
created  when  I  was  Governor  of  Nebraska.  It  was  about  20  years 
ago  now,  I  guess,  in  the  early  1970's  that  I  received  a  multi-million 
dollar  check  in  the  mail  one  day  from  the  Federal  Government 
under  the  revenue-sharing  concept.  We  did  not  need  the  money, 
but  it  was  a  nice  thing  to  have,  like  a  Christmas  bonus,  so  to 
speak. 

Well,  things  have  changed  dramatically  since  that  time,  and  I  be- 
lieve that  if  any  of  the  Governors  or  State  legislators  or  local  offi- 
cials think  that  the  Federal  Government,  with  all  the  constraints 
that  we  have  and  what  we  are  trying  to  do  to  get  our  financial 
house  in  order,  is  going  to  become  a  Santa  Glaus  again  with  any- 
thing akin  to  revenue  sharing  or  gifts  from  heaven  and  Washing- 
ton, DC — I  hate  to  mention  heaven  in  the  same  breath  as  Washing- 


ton,  DC,  but  I  simply  say  that  there  are  some  realities  to  this  situ- 
ation that  everybody  had  better  be  alerted  to. 

I  believe  that  improving  the  relationship  between  the  Federal 
and  State  governments  does  not  mean  that  we  should  turn  out  the 
porch  light  in  Washington.  There  is  still  a  place  for  national  goals 
and  national  priorities.  Our  challenge  is  to  rethink  the  relationship 
between  Washington  and  the  States,  make  it  better,  and  make  it 
work. 

I  would  like  to  add,  Mr.  Chairman,  that  one  of  the  things  that 
I  would  caution  the  Governors  on  is  the  already  well-established 
and  well-known  and  well-documented  proposition  about  how  much 
money  comes  in  from  the  States  in  the  form  of  the  total  take  under 
our  taxation  policies  and  what  flows  back  to  the  States  with  the 
various  programs  and  incentives  and  grants  that  we  have.  Suffice 
it  to  say,  Nebraska  is  an  example.  We  send  about  $6  billion,  in 
round  figures,  to  Washington  in  the  form  of  Federal  taxes,  and  we 
get  back  in  Nebraska  about  $7  billion.  To  put  it  another  way,  Ne- 
braska gets  about  $1.17  back  for  every  $1  that  Nebraskans  pay  in 
Federal  taxes. 

Now,  it  could  be  argued  that  if  we  could  be  more  efficient,  we 
would  not  have  as  much  take,  and,  therefore,  it  would  be  reduced. 
I  simply  say  that  with  the  formulas  that  exist  now  where  the  ma- 
jority of  the  States  are  like  Nebraska  in  that  they  get  more  money 
back  than  what  they  contribute,  when  we  get  into  this  whole  mat- 
ter of  balancing  the  Federal  budget,  I  suspect  that  those  States  like 
Nebraska  and  most  of  the  other  States  who  are  blessed  by  receiv- 
ing more  than  they  give  could  be  somewhat  of  a  target  by  some 
when  we  start  making  the  cuts  that  are  going  to  be  necessary  if 
and  when,  hopefully,  we  do  the  wise  thing  in  passing  a  bsdanced 
budget  amendment,  hopefully,  as  this  Senator  sees  it,  with  at  least 
some  defining  goals  or  defining  commitments  about  how  we  are 
going  to  get  from  here  to  that  wonderful  day  in  the  year  2002  when 
we  can  all  live  happily  ever  after  without  deficit  spending  or  fur- 
ther increasing  of  our  national  debt. 

But  all  these  are  complicated  things.  I  simply  say  that  we  have 
to  have  some  discipline,  but  we  have  to  have  some  outlines.  Simply 
to  pass  a  balanced  budget  amendment  as  is  being  done  in  the 
House  of  Representatives  without  any  specifics  whatsoever,  you 
know,  is  the  easy  part  of  the  exercise.  We  can  have  some  disagree- 
ment, but,  generally  speaking,  I  think  we  can  agree  that  to  get  to 
the  balanced  budget  by  the  year  2002,  there  are  going  to  have  to 
be  reductions  in  expenditures  or  planned  expenditures  between  $1 
and  $1.5  trillion  at  a  minimum.  A  lot  of  the  figures  depend,  of 
course,  upon  how  much  of  a  tax  cut  we  are  going  to  propose. 

I  am  a  little  bit  amazed  at  the  seeming  inconsistency  of  propos- 
ing tax  cuts  at  the  same  time  we  are  insisting  on  balancing  the 
budget.  You  know,  it  is  nice  work  if  you  can  get  it.  But  how  do  you 
get  it? 

So  I  would  simply  say  that  I  hope  that  we  can  be  a  little  bit  more 
defining  when  we  pass  the  balanced  budget  amendment,  and  I 
think  we  will.  I  have  been  one  of  those  who  have  been  working 
very,  very  hard  to  try  and  make  sure  that  we  have  at  least  the  67 
votes  necessary  to  pass  this  in  the  United  States  Senate.  They 


might  not  be  there  unless  we  can  be  more  specific  than  we  have 
been  thus  far. 

Why  should  we  be  specific?  Well,  I  would  like  to  compare  for  a 
moment,  if  I  might,  the  situation  that  the  Federal  Government 
finds  itself  in  and  compare  that,  if  you  will,  with  a  business  or  a 
family.  Supposing  this  business,  a  corporation,  or  family  for  the 
last  20  years  had  a  rather  reckless  record  of  spending  more  money 
than  they  have  taken  in.  Let's  suppose  this  family  had  increased 
its  debt  roughly  five-fold  from  under  a  trillion  to  over  $5  trillion  in 
that  20-year  period. 

If  that  kind  of  a  family,  finally  recognizing  that  it  was  in  big 
trouble,  decided  it  had  better  straighten  its  house  out  or  the  house 
might  collapse,  would  go  to  the  banker  and  say,  you  know,  I  have 
to  have  your  help,  you  have  got  to  cooperate  with  me,  Mr.  Banker, 
or  we  all  lose.  And  I  simply  tell  you,  Mr.  Banker,  that  I  recognize 
that  I  have  been  on  a  binge  that  does  not  make  fiscal  sense.  So  I 
promise  to  you,  Mr.  Banker,  that  in  the  next  7  years  I  am  going 
to  repent;  trust  me.  I  am  not  going  to  put  up  any  collateral.  I  am 
not  going  to  tell  you  what  I  am  going  to  do  to  repent.  I  am  not 
going  to  tell  you  how  I  am  going  to  reduce  the  budget  that  has 
caused  me  to  spend  more  money  in  my  business  or  my  corporation 
or  my  household.  Just  trust  me.  Loan  me  the  money.  Keep  the 
money  flowing  in.  Trust  me.  You  can  believe  in  me. 

I  suspect  that  the  banker  would  laugh  you  out  of  the  bank.  So 
it  seems  to  me  that  those  of  us  who  are  serious  about  making  the 
sacrifices  that  are  necessary  had  better  be  more  realistic  than  I 
think  we  have  been  by  just  saying  let's  pass  a  balanced  budget 
amendment  and  then  everything  will  take  care  of  itself. 

I  am  not  sure  that  the  people  of  the  United  States  fully  appre- 
ciate the  magnitude  of  this  problem.  I  outlined  the  problem  in  a 
speech  on  the  Senate  floor  the  day  before  yesterday.  I  simply  say 
that  when  I  see  a  poll,  as  I  saw  within  the  last  few  days,  where 
72  percent  of  the  people  in  America  are  supporting  an  amendment 
to  the  Constitution  to  balance  the  budget  and  47  percent  of  those 
felt  that  we  could  balance  the  Federal  budget  just  by  eliminating 
fraud,  waste,  and  abuse,  I  am  not  sure  they  understand  the  situa- 
tion. There  is  some  fraud,  waste,  and  abuse,  and  it  should  be  elimi- 
nated. But  any  concept  that  we  are  going  to  balance  this  budget 
by  just  eliminating  $1,400  toilet  seats  and  $200  hammers  escapes 
the  reality  of  the  situation. 

So  I  think  that  the  public  at  large  has  got  to  be  better  informed, 
and,  last  but  not  least,  let  me  emphasize  that  if  and  when  we  pass 
a  balanced  budget  amendment  in  the  Senate,  which  probably  will 
not  be  too  far  different,  if  different  at  all,  from  that  passed  in  the 
House,  and  if  we  do  not  do  anything  with  regard  to  how  we  are 
going  to  get  from  the  position  that  we  are  in  today  to  a  balanced 
budget  in  the  year  2002,  and  unless  we  can  answer  some  of  the  le- 
gitimate questions  that  will  be  raised  about  the  shifting  of  respon- 
sibility, I  am  not  sure  that — and  unless  we  tell  the  mayors  and  the 
Governors  and  the  State  legislators  about  where  we  are  going  sind 
how  we  are  going  to  get  there,  I  think  we  could  run  into  a  big,  big 
problem  in  getting  the  three-fourths  ratification  of  the  constitu- 
tional amendment  that  is  required. 


Doing  it  here  without  any  specifics  is  easy.  Doing  it  here  with 
specifics  is  the  right  thing  to  do,  because  I  think  we  are  going  to 
have  to  do  a  much  better  job  of  outhning  what  we  are  selhng  before 
we  are  likely  to  get  three-fourths  of  the  States  to  ratify  this  and, 
therefore,  make  it  a  part  of  the  Constitution.  I  am  simply  outlining 
the  problems  that  I  see  in  getting  to  the  place  where  I  would  like 
to  see  it,  and  that  is,  resort  to  fiscal  responsibility. 

Thank  you  for  your  patience,  Mr.  Chairman.  I  did  want  to  get 
those  remarks  on  the  record.  If  possible,  I  will  get  back  from  the 
Armed  Services  Committee  meeting  because  I  think  the  testimony 
from  Governor  Engler  and  our  other  witnesses  today  is  tremen- 
dously important  in  helping  us  reach  some  successful  conclusion. 

Senator  Gregg.  Thank  you.  Senator. 

I  would  also  like  to  introduce  for  the  record  a  statement  by  Sen- 
ator Snowe  from  Maine. 

[The  prepared  statement  of  Senator  Snowe  follows:] 

Opening  Statement  of  Senator  Olympla  J.  Snowe 

Thank  you,  Mr.  Chairman.  I  would  like  to  thank  our  witnesses  for  being  here 
today  as  we  consider  the  broad  issue  of  government  reform  and  devolution. 

I  would  like  to  extend  a  special  greeting  this  morning  to  two  good  friends,  Gov- 
ernor John  Engler  and  Governor  Howard  Dean. 

John,  it  certainly  is  great  to  see  you  here  in  Washington.  You  have  accomplished 
great  things  in  State  government  in  Michigan,  from  a  new  approach  to  your  welfare 

?rograms  to  a  new  look  at  the  overall  management  structure  of  State  government, 
bur  accomplishments  in  Lansing  have  been  an  inspiration  for  many  Governors, 
and  I  would  like  to  thank  you  for  being  with  us  here  today. 

These  elections  were  about  changing  the  status  quo.  Citizens  are  demanding  that 
we  find  a  new  approach  to  solving  government  problems.  And  to  do  that,  we  need 
to  re-engineer  and  downsize  the  Federal  Government.  Justice  Oliver  Wendell 
Holmes  called  the  States  the  "laboratories  of  democracy",  and  it  is  no  surprise  that 
States  like  Vermont  and  Michigan  are  on  the  front  lines  of  re-inventing  government. 
At  the  Federal  level,  I  can't  help  but  wonder  if  "we  ain't  seen  nothing  yet." 

One  promising  approach  is  the  extension  of  flexibility  to  the  States  through  block 
grants.  Block  grants  represent  one  of  the  best  ways  the  Federal  Government  can 
give  States  and  communities  the  ability  to  address  localized  needs — needs  that  can- 
not be  addressed  or  redressed  through  a  centrally  managed  program.  Too  often. 
Congress  has  used  good  intentions  to  implement  bad  programs.  It  is  not  that  the 
goals  of  the  programs  are  not  admirable  or  essential.  But  ultimately,  the  Federal 
Government  has  fallen  into  the  trap  of  micromanagement — and  we  cannot  hope  to 
run  a  program  from  "inside  the  beltway  while  meeting  the  needs  of  recipients  in 
the  States.  I  believe  block  grants  help  to  return  management  of  government  pro- 
grams to  a  level  closest  to  the  people. 

Block  grants  give  State  and  local  governments  the  flexibility  they  need.  In  addi- 
tion, by  carefully  constructing  these  grants,  we  reduce  the  risk  that  either  States 
or  communities  will  abuse  these  grants  and  fail  to  deUver  services  to  the  intended 
recipients. 

Hopefully,  this  hearing  will  continue  the  crucial  dialogue  between  the  Federal, 
State,  and  local  governments  so  that  we  can  sucessfully  reform  Federal  programs 
to  meet  the  needs  of  our  communities — without  leaving  the  States  "holding  the  bag" 
in  2002. 

Once  again,  thank  you  for  taking  the  time  to  be  with  us  today,  and  I  look  forward 
to  hearing  your  thoughts. 

Thank  you. 

OPENING  STATEMENT  OF  SENATOR  GREGG 

Senator  Gregg.  I  would  just  make  a  couple  of  comments  myself, 
and  then  we  will  recess  until  Governor  Engler  arrives.  My  basic 
view  is  that,  were  Jefferson  writing  today,  he  would  find  that  some 
of  the  truths  that  are  self-evident  are  that  welfare  does  not  work, 
as  managed  by  the  Federal  Government.  It  is  time  for  us  to  ac- 


knowledge  the  fact  that  the  Federal  Government  has  been  an  abys- 
mal failure  in  this  arena.  The  people  have  suffered  as  a  result  of 
the  Federal  Government's  failure,  especially  the  recipients  of  wel- 
fare, who  have  been  put  into  a  system  that  amounts  to  an  abyss, 
where  the  chances  of  getting  themselves  out  of  the  system  are  in 
many  instances  slim,  and  where  we  have  created  a  cycle  of  reliance 
on  Federal  subsidy  and  support  which  has  undermined  the  char- 
acter and  quality  of  generations  after  generations  of  recipients. 

It  is  time  to  acknowledge  that  a  mistake  has  been  made,  that 
this  is  not  an  effective  way  to  deal  with  these  folks  who  need  sup- 
port, that  it  is  much  more  logical  to  return  the  responsibility  for 
the  decisions  of  managing  welfare  to  the  States  and  local  commu- 
nities where  local  knowledge,  flexibility,  and  ingenuity  of  local 
leadership  can  be  brought  to  bear.  And,  certainly,  they  cannot  do 
any  worse  a  job  than  we  have  at  the  Federal  level,  and  I  suspect 
they  will  do  a  dramatically  better  job.  In  fact,  I  know  they  will  in 
New  Hampshire. 

So  I  strongly  support  the  initiatives  brought  forward  by  the  Gov- 
ernors' Association  to  pursue  a  block  grant  approach  for  a  variety 
of  different  accounts,  but  especially  for  the  APDC  accounts,  child- 
care  accounts,  and  I  look  forward  to  hearing  Governor  Engler  when 
he  arrives.  I  also  have  a  meeting  that  starts  at  10:00,  unfortu- 
nately, but  I  look  forward  to  working  with  Governor  Engler,  Gov- 
ernor Thompson,  and  the  other  members  of  the  Governors'  Con- 
ference. 

I  think  it  is  ironic  that  the  two  folks  who  showed  up  here  are 
former  Governors.  I  think  that  reflects  the  fact  that  in  the  realm 
of  former  Governors,  this  is  one  heck  of  an  important  priority,  how 
we  go  about  this  reorganization.  Returning  of  authority  to  the 
States  is,  I  think,  one  of  the  critical  ways  that  we  can  significantly 
improve  the  delivery  of  government  to  our  citizens. 

This  hearing  will  stand  in  recess  until  the  arrival  of  Governor 
Engler. 

[Recess.] 

OPENING  STATEMENT  OF  CHAIRMAN  DOMENICI 

Chairman  DOMENICI.  The  hearing  will  please  come  to  order. 

First,  let  me  state  for  those  who  have  been  waiting  for  this  hear- 
ing to  begin  that  this  morning  happens  to  be  a  morning  when  there 
is  a  national  prayer  breakfast,  which  many  Senators  and  Rep- 
resentatives attend.  The  President  is  there  and  maybe  4,000  or 
5,000  people,  perhaps  170  countries  represented,  and  I  am  sui  an- 
nual attendee,  and  it  happens  this  year  that  our  distinguished 
lead-off  witness  was  a  participant  in  the  prayer  breakfast  program. 
So  we  could  not  get  here  any  sooner. 

I  thank  Senator  Exon  for  his  opening  remarks  in  my  absence, 
and  we  are  going  to  try  very  hard  to  get  this  evidence  that  comes 
from  the  Governor  and  others  this  morning  put  in  the  record  and 
make  sure  we  have  it,  because  I  think  it  is  very  important. 

Everybody  knows  that  we  are  all  engaged  in  tr3dng  to  find  out 
how  we  can  make  the  Federal  Government  smaller  said  more  effi- 
cient, how  we  can  in  an  appropriate  way  send  more  things  back  to 
the  States  so  that  they  can  accomplish  the  same  kinds  of  things, 
using  their  discretion,  as  they  are  closer  to  the  people. 


I  am  reminded,  for  those  who  think  that  this  whole  idea  of  devo- 
lution and  even  the  word  are  Republican,  that  one  of  the  leading 
books  on  the  subject  was  Reviving  the  American  Dream:  The  Econ- 
omy, the  States,  and  Federal  Government,  by  Dr.  Alice  Rivlin,  cur- 
rently the  Budget  Director  for  the  President  of  the  United  States. 
In  many  ways,  it  is  even  more  revolutionary  than  some  of  the 
things  being  talked  about  here.  Obviously,  we  have  Dr.  Rivlin 
scheduled  to  testify  to  give  us  her  views  on  how  we  might  go  about 
making  the  National  Government's  job  more  restrictive  in  terms  of 
its  purposes  and  functions. 

I  have  some  detailed  remarks  here,  which  I  am  not  going  to  give, 
that  state  how  I  see  this  issue  evolving  here  in  the  Congress.  I  will 
make  it  part  of  the  record. 

[The  prepared  statement  of  Chairman  Domenici  follows:] 

Opening  Statement  of  Chairman  Pete  V.  Domenici 

I  welcome  our  distinguished  witnesses  this  morning  as  we  continue  our  series  of 
Budget  Committee  hearings  on  the  restructuring  of  government  for  the  next  cen- 
tury. Some  people  have  expressed  curiosity  that  we  are  holding  these  big-picture 
overview  hearings  on  the  functions  of  government. 

However,  in  this  time  of  historic  change,  it  is  incumbent  upon  those  of  us  in  Con- 
gress to  look  beyond  the  next  year  or  so.  With  a  commitment  to  make  substantial 
progress  toward  balancing  our  books,  it  will  no  longer  be  adequate  to  simple  freeze 
programs  or  tinker  around  the  edges. 

What  will  be  required  is  nothing  short  of  a  fundamental  restructuring  of  govern- 
ment— beginning  with  a  re-evaluation  of  the  mission  and  functions  of  each  level  of 
government. 

Our  hearing  today  concerns  itself  with  devolution  and  block  grants.  But  one 
should  not  assume  that  devolution  necessarily  means  block  grants.  For  instance,  if 
we  are  to  accept  the  guidance  of  the  0MB  Director,  Alice  Rivlin,  devolution  means 
taking  whole  areas  of  Federal  spending  out  of  the  budget  and  turning  them  over 
to  the  States. 

In  her  1992  book:  Reviving  the  American  Dream,  she  advocates  the  elimination 
of  most  Federal  education,  housing,  highway,  social  services,  economic  development, 
and  job  training  programs.  She  states:  "making  clear  that  the  devolved  functions  be- 
long to  States,  not  the  Federal  Government,  would  transfer  pressure  for  increased 
spending  in  these  areas  from  Washington  to  State  capitals  and  help  keep  Federal 
deficits  from  recurring." 

That's  tough  medicine,  in  many  ways  more  revolutionary  than  what  some  Repub- 
licans have  recommended,  but  in  many  ways  more  realistic. 

As  an  example,  in  1999,  the  projected  deficit  is  $253  billion. 

I  ask  my  colleagues  and  our  distinguished  witnesses  to  consider  the  fact  that  in 
1999  State  and  local  governments  are  projected  to  receive  $266  billion  in  Federal 
grants  and  payments.  In  other  words.  States  are  expected  to  receive  pajmients  in 
excess  of  the  projected  deficit  for  that  year. 

State  and  local  governments  must  face  the  harsh  reality  that  simply  creating 
block  grants,  thus  relieving  the  Federal  Government  of  its  burden  of  funding  entitle- 
ments will  not  solve  our  deficit  problem.  We  must  do  much  more  than  simply  block 
projected  Federal  expenditures  to  State  and  local  governments. 

We  will  have  to  reduce  projected  spending.  There  are  two  questions  I  think  must 
be  asked  when  we  think  about  reducing  expenditures  to  State  and  local  govern- 
ments in  an  effort  to  sort  out  what  Federal  programs  should  be  terminated, 
privatized,  or  significantly  scaled  back  as  we  strive  for  a  balanced  Federal  budget 
in  the  year  2002: 

1.  First,  would  Federal  legislators  have  established  the  program  when 
they  did  if  at  the  time  the  program  was  created,  we  were  facing  the  imbal- 
ance in  our  Federal  accounts  as  we  are  today?  If  the  answer  is  no,  then 
the  program  should  be  put  at  the  top  of  the  list  for  a  consideration  of  termi- 
nation. 

2.  Second,  would  you,  as  an  example  Governor  Engler,  as  the  Chief  Exec- 
utive of  your  State,  spend  your  own  money  on  a  program  from  which  you 
now  receive  Federal  assistance  if  that  assistance  were  not  available?  If  no, 
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then  there  would  be  no  cost  shifting  to  your  State  if  that  program  were  ter- 
minated, and  all  Federal  as  well  as  State  taxpayers  would  be  better  off. 

As  former  President  Nixon  said,  a  quote  which  I  have  emphasized  in  the  past, 
"Our  aim  should  not  be  to  make  government  more  efficient  in  doing  what  it  should 
not  have  tried  to  do  in  the  first  place." 

Where  Federal  dollars  are  involved  however  we  must  ask  the  question,  how  can 
we  provide  the  freedom  and  opportunity  for  States  and  local  governments,  to  estab- 
lish their  own  priorities  and  reach  their  own  individual  State  goals,  while  at  the 
same  time  being  cognizant  that  we  are  spending  Federal  dollars  and  have  an  inter- 
est in  their  proper  efficient  use  of  those  transferred  Federal  resources. 

With  our  system  of  entitlements,  how  can  the  Federal  Government  let  go  of  the 
reins,  yet  have  some  assurance  that  the  resulting  structure  will  meet  basic  human 
needs  and  encourage  self  sufficiency? 

In  that  context  I  have  to  believe  that  there  is  a  wealth  of  civic  and  community- 
based  organizations  willing  and  able  to  meet  community  needs  in  a  much  more 
human  and  cost  effective  manner,  than  the  sometimes  cold,  nameless,  faceless,  bu- 
reaucracy. 1  hope  the  witnesses  today  will  address  the  role  these  types  of  groups 
can  play  in  a  restructured  government 

States  will  undoubtedly  face  some  monitoring  of  the  use  of  Federal  funds.  What 
kinds  of  requirements  are  less  burdensome  to  States  and  localities?  For  example 
would  States  find  it  more  burdensome  to  file  an  annual  report,  or  to  follow  certain 
data  collection  requirements? 

These  are  just  a  few  serious  issues  that  must  be  addressed  in  any  government 
restructuring. 

We  have  a  distinguished  group  of  witnesses  before  this  committee  today  and  on 
behalf  of  this  committee  I  welcome  each  of  you  and  thank  you  in  advance  for  your 
testimony. 

Governor  Engler  has  won  the  reputation  as  one  of  the  great  innovators  in  welfare 
reform.  We  look  forward  to  his  enthusiastic  testimony  on  the  capabilities  of  State 
governments. 

Mayor  Goldsmith,  we  welcome  you  back  to  the  committee.  I  would  note  that  the 
Mayor  testified  3  years  ago,  when  newly  elected,  on  a  panel  of  other  big  city  mayors. 
He  inspired  us  then  with  his  vision  of  a  new  way  of  governing  municipalities,  and 
he  comes  to  us  today  with  an  impressive  record  of  success  and  innovation. 

We  also  welcome  Clint  Bolick  from  the  Institute  for  Justice,  a  public  interest  law 
firm  concerned  with  securing  economic  liberty. 

We  look  forward  to  the  testimony  of  all  our  witnesses. 

Chairman  Domenici.  Since  we  have  a  distinguished  new  Senator 
who  is  a  member  of  our  committee  who  happens  to  be  the  new  Sen- 
ator from  the  State  that  our  distinguished  Governor,  Governor 
Engler,  is  chief  executive  of,  I  am  going  to  ask  Senator  Abraham 
to  make  a  few  remarks.  Then  if  you  would,  please,  would  you  intro- 
duce your  Governor  to  the  committee? 

OPENING  STATEMENT  OF  SENATOR  ABRAHAM 

Senator  Abraham.  Thank  you  very  much,  Mr.  Chairman.  I  would 
like  to  actually  begin  today  by  welcoming  our  distinguished  Gov- 
ernor, John  Engler,  to  the  committee.  I  think  that  Michigan's  suc- 
cesses in  encouraging  work  instead  of  welfare  and  saving  taxpayer 
dollars  and  spurring  economic  growth  luider  Governor  Engler's 
leadership  ought  to  serve  as  a  model  for  the  Federal  Government 
and,  more  importantly,  as  a  catalyst  for  promoting  the  concept  you 
have  just  referred  to  known  as  radical  devolution. 

I  believe  in  the  rebirth  of  the  Tenth  Amendment.  I  think  the 
Tenth  Amendment  should  be  the  guiding  principle  for  governing 
over  the  next  few  years  and  into  the  21st  century. 

The  other  night  at  the  Republican  Governors'  Association  meet- 
ing, Senator  Bob  Dole  pointed  out  that  the  Tenth  Amendment  has 
been  entered  into  the  Congressional  Record  at  the  beginning  of 
each  week  the  Senate  is  in  session  to  remind  Senators  that  our 
Founding  Fathers  envisioned  a  Federal  Government  with  limited 


powers  and  that  most  powers  were  to  be  reserved  to  the  States  and 
to  the  people. 

I  would  like  to  get  into  the  habit  of  framing  some  of  our  delibera- 
tions here  on  the  Budget  Committee  by  referencing  the  Tenth 
Amendment  as  well,  which  says  that,  "The  powers  not  delegated  to 
the  United  States  by  the  Constitution,  nor  prohibited  by  it  to  the 
States,  are  reserved  to  the  States  respectively,  or  to  the  people." 

In  my  judgment,  the  notion  of  radical  devolution  will  not  only 
help  reduce  Federal  deficits  but,  more  importantly,  will  result  in 
dramatically  increased  efficiency  and  effectiveness  in  delivering 
government  services. 

So,  Mr.  Chairman,  I  would  like  to  just  commend  you  for  holding 
these  big-picture  hearings  on  the  role  of  government,  and  I  look 
forward  to  the  hearing  today  and  to  hearing  from  all  of  our  wit- 
nesses as  to  ways  that  we  can  change  and  redefine  the  role  of  gov- 
ernment. 

It  is  my  pleasure  to  now  introduce  to  the  committee  the  Governor 
of  Michigan,  John  Engler.  Under  his  leadership,  Michigan  has  ef- 
fectively reduced  a  $1.8  billion  deficit  which  existed  at  the  time  of 
his  election  without  raising  taxes.  We  have  dramatically  reformed 
and  improved  our  welfare  system  with  a  notion  that  people  should 
have  to  work  and  that  there  ought  to  be  incentives  for  people  to 
get  off"  welfare.  And  we  have  successfully  done  that.  Under  his 
leadership,  the  State's  property  taxes  were  reduced  by  65  percent, 
and  the  income  tax  was  reduced  as  well.  Further  tax  cuts  are  on 
the  way  this  year. 

But  I  think  most  importantly,  in  terms  of  economic  development, 
all  these  things  happened.  The  claims  were  that  we  would  suffer 
economically  in  our  State,  and  instead  today  Michigan  has  its  low- 
est unemployment  rate  since  unemployment  calculations  were 
begun  by  the  Department  of  Labor.  I  think  that  is  a  testament  to 
the  kind  of  leadership  that  Governor  Engler  has  provided  our 
State,  and  I  think  here  at  the  Federal  level  the  examples  that  he 
has  brought  with  him  today  as  to  how  Michigan  is  doing  the  job 
ought  to  be  looked  at  closely  as  a  source  of  advice  and  counsel  for 
us  as  we  try  to  redefine  the  role  that  the  Federal  Government  will 
play  into  the  next  century.  So  it  is  my  pleasure  to  introduce  my 
Governor,  John  Engler. 

STATEMENT  OF  HON.  JOHN  ENGLER,  GOVERNOR  OF  THE 
STATE  OF  MICHIGAN 

Governor  Engler.  Thank  you,  Mr.  Chairman  and  Mr.  Abraham. 
I  appreciate  very  much  this  opportunity  to  be  with  you  today. 

Chairman  DOMENICI.  Governor,  before  you  proceed,  I  might  just 
suggest  for  the  committee,  and  as  you  move  through  tlus,  you 
might  think  about  this,  I  think  we  have  a  very  difficult  task  in  de- 
termining where  the  Federal  Government  is  going  to  go.  From  our 
standpoint,  I  think  the  question  might  very  well  be:  Would  Federal 
legislators  have  established  the  program  when  they  did  at  the  time 
the  program  was  created  if  at  that  time  we  were  facing  the  imbal- 
ance in  our  Federal  accounts  as  we  are  today?  And  if  the  answer 
is  no,  then  it  would  seem  that  that  program  ought  to  be  put  on  a 
priority  list  for  dramatic  change,  and  perhaps  even  elimination. 
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But  I  think  there  is  one  that  applies  to  you,  Governor,  and  your 
State,  and  it  is  the  second  question:  Would  you,  as  an  example. 
Governor  Engler,  as  a  chief  executive  of  your  State,  spend  your 
own  money,  your  State  taxpayers'  money,  on  a  program  from  which 
you  now  receive  Federal  assistance  if  that  assistance  were  not 
available?  If  no,  then  there  would  be  no  cost  shifting  to  your  State 
if  that  program  were  terminated.  And  all  Federal  as  well  as  State 
taxpayers  would  be  better  ofF. 

Now,  there  are  different  shades  of  that.  You  might  say  we  would 
put  our  money  in  if  it  was  done  differently.  Nonetheless,  it  seems 
that  this  kind  of  approach  ultimately  is  something  we  are  going  to 
have  to  look  at,  and  I  thank  you  very  much  for  coming  today  and 
giving  us  your  version  of  reforming  government  to  give  the  States 
more  power  to  do  things  better. 

Governor  Engler.  Thank  you,  Mr.  Chairman.  I  will  address 
those  two  points  at  the  end  of  my  prepared  comments. 

I  would  like  to  start  today  and  accomplish  four  objectives: 

First,  to  provide  an  overview  of  what  Michigan  has  accomplished 
since  launching  our  welfare  reform  initiative  2  years  ago. 

Second,  to  discuss  the  need  for  a  new  State  entitlement,  block 
grant  system  that  I,  along  with  many  of  my  fellow  Governors — and, 
in  fact,  the  National  Governors'  Association — while  not  conclu- 
sively, with  a  three-fourths  vote  of  our  Governors  recommending 
block  grants  over  individual  entitlements,  we  have  now  spelled  out 
a  policy  of  what  we  would  favor  should  the  Congress  opt  for  a  block 
grant  system.  Speaking  for  myself,  I  would  certainly  urge  that,  and 
I  think  a  majority  of  our  Governors  also  would  urge  that,  because 
we  believe  that  we  need  to  replace  this  confusing  myriad  of  literally 
hundreds  of  Federal  welfare  programs  with  a  simpler,  easier-to-ad- 
minister  system. 

Third,  I  want  to  outline  how  I  believe  the  relationship  between 
the  States  and  the  Federal  Government — and  this  kind  of  goes  to 
one  of  the  questions — can  be  restructured  with  these  block  grants 
to  save  money  and  at  the  same  time  better  serve  our  constituents 
who  have  clearly  legitimate  needs  and  needs  that  we  would  as  a 
State  try  to  address. 

Fourth,  I  want  to  make  sure  that  we  do  not  lose  sight  of  the  big 
picture,  perhaps  the  first  question,  and  the  role  that  government 
can  play  in  spurring  economic  growth  and  innovative  private  sector 
efforts  to  help  our  citizens  find  work  and  achieve  independence. 

First,  the  Michigan  record,  and  I  would  also  like  to  introduce  to 
the  committee  and  to  the  committee  staff  Dr.  Jerry  Miller,  the  di- 
rector of  the  Michigan  Department  of  Social  Services  and  currently 
the  president  of  the  American  Public  Welfare  Association,  a  real 
leader  and  former  chief  executive  of  the  National  Association  of 
State  Budget  Officers,  an  expert  who  is  with  me  here,  and  I  may, 
if  necessary,  rely  on  him  to  help  me  out  if  you  get  very  technical 
and  surprise  me  with  something  I  cannot  answer.  So  be  glad  he  is 
here. 

From  day  one  of  the  reform  process,  AFDC  recipients  in  the 
State  of  Michigan  were  asked  to  sign  a  Social  Contract  that  com- 
mitted them  either  to  working,  engaging  in  job  training,  or  vol- 
unteering in  the  community  at  least  20  hours  a  week.  We  took  the 
position  that  no  one  would  receive  a  check  and  simply  stay  at 
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home.  We  wanted  to  end  the  old  system  and  move  to  a  new  ap- 
proach. 

With  the  help  of  several  Federal  waivers  under  two  Presidents, 
both  President  Bush  and  President  Clinton,  we  also  implemented 
incentives  to  make  work  pay  and  to  put  an  emphasis  on  getting  rid 
of  any  disincentives  to  work,  to  saving,  and  to  entrepreneurship. 

The  results  thus  far  have  been  impressive,  and  Senator  Abraheim 
touched  on  those  in  his  introduction.  Three  out  of  four  welfare  par- 
ents voluntarily  participated  in  the  Social  Contract.  More  than  one 
out  of  four  are  working  and  earning  income  compared  to  less  than 
one  in  ten  nationwide.  In  our  case,  the  actual  number  is  some 
50,000  parents  working  out  of  an  approximate  caseload  of  a  little 
more  than  200,000.  Nationally,  though,  about  7  to  8  percent  is  the 
average  compared  to  our  26  percent. 

As  a  result,  also,  since  we  began  reforming  welfare,  55,000  cases 
have  been  closed  due  to  income  from  employment.  At  the  same 
time,  overall  welfare  caseloads  have  fallen  to  the  lowest  level  since 
1988. 

Today,  with  additional  Federal  waivers,  the  Social  Contract  is 
now  mandatory  with  an  increased  emphasis  on  work  as  the  first 
step  toward  independence.  Grants  will  be  reduced  for  those  who 
fail  to  comply  within  the  first  year  and  eliminated  for  those  who 
fail  to  cooperate  in  the  second  year. 

In  Michigan,  a  recently  released  study  showed  that  our  strategy 
to  encourage  work  over  welfare  has  saved  State  taxpayers  and  Fed- 
eral taxpayers  more  than  $100  million  over  the  first  2  years.  That 
is  a  study  that  is  mandated,  by  the  way,  as  part  of  our  application 
for  waivers.  We  are  required  to  do  a  cost  neutrality  study,  and  our 
data  from  the  first  eight  quarters  shows  $100  million  in  savings. 
That  study  is  also  controlled,  by  the  way,  for  improvement  in  our 
State  economy.  Therefore,  we  can  be  certain  that  the  $100  million 
in  savings  directly  results  from  the  reforms  that  we  have  imple- 
mented. 

A  second  point  is  the  need  for  block  grants.  Mr.  Chairman,  block 
grants  will  solve  the  problem  symbolized  by  this  pile  of  paper  rep- 
resented in  these  notebooks.  These  are  the  rules  and  regulations 
from  just  three  Federal  welfare  programs. 

What  we  are  proposing — and  I  did  bring  my  scroll  along  which 
actually  got  a  little  bit  of  attention  when  we  met  with  the  Presi- 
dent, but  that  scroll  is  some  200-plus  programs  of  the  300  or  so 
that  I  would  suggest  we  consolidate.  These  are  the  regulations  from 
only  three  programs,  and  every  caseworker  in  Michigan  who  sits  at 
his  or  her  desk  will  have  these  notebooks  in  front  of  them.  They 
will  spend  two-thirds  of  their  time  working  on  the  paper  and  the 
requirements  that  are  represented  by  these  notebooks,  and  ap- 
proximately one-third  actually  tr5dng  to  help  clients  become  inde- 
pendent. 

This  smaller  stack  represents  the  1994  changes  to  these  note- 
books. So  it  is  not  only  the  fact  that  we  have  an  impressive  volume 
of  regulations,  but  the  fact  that  they  keep  changing.  These  are  the 
1994  changes  for  these.  So  not  only  does  the  worker  have  to  know 
all  of  what  is  in  those  notebooks,  then  they  have  to  master  these 
each  year.  And  that  seems  to  never  stop,  and  that  is  fundamentally 
part  of  the  problem. 
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These  cumbersome  rules  are  barriers.  They  are  barriers  that 
ought  to  be  torn  down,  because  they  are  barriers  that  restrict 
States  from  helping  families  who  are  trapped  in  poverty.  They  lock 
them  in,  I  would  argue,  and  they  are  barriers,  frankly,  that  this 
committee  and  this  Congress,  the  104th  Congress,  can  tear  down. 

In  testimony  earlier  this  year  before  the  House  Ways  and  Means 
Subcommittee  on  Human  Resources,  I  talked  about  replacing  some 
300  programs  with  block  grants  and  eight  broad  categories  that  in- 
clude AFDC  and  other  cash  assistance  programs,  child  care  and 
child  welfare  programs,  housing,  employment  and  training,  food 
and  nutrition.  Those  are  the  programs,  to  name  a  few. 

Those  block  grants  would  allow  innovative  States  like  Michigan 
to  design  and  implement  strategies  to  reduce  caseloads,  to  increase 
self-sufficiency,  to  strengthen  families  and  help  keep  those  families 
together. 

Today  I  would  like  to  add  another  program.  I  would  like  to  make 
a  new  proposal  and  add  another  block  grant  to  the  list.  That  pro- 
posal is  medicaid. 

As  you  can  see  from  our  chart,  this  is  the  medicaid  maze,  and 
it  is  a  nightmare  for  State  budgets  and  for  social  workers.  The 
problem  is  really  that  medicaid  is  not  just  one  program  but  24  dif- 
ferent programs  with  24  different  sets  of  rules  and  requirements. 

Actually,  I  have  a  sort  of  two-sided  chart,  but  I  thought  that  one 
is  more  dramatic,  and  I  £im  going  to  leave  that  one  up.  The  back 
side  of  that  was  up  before,  and  it  merely  is  a  listing  of  all  of  the 
different  programs  that  we  have  that  are  part  of  the  medicaid 
maze. 

Some  of  these,  I  will  concede,  are  optional  services.  A  State  may 
choose  to  provide  them.  In  Michigan's  case,  many  of  these  we  have 
opted  on  our  own  to  provide,  but  as  we  do  that,  as  we  say  that  we 
will  expand  the  caseload,  for  example,  to  take  care  of  families  who 
may  not  qualify  for  AFDC  but  ought  to  have  some  type  of  health 
coverage  in  order  to  keep  them  from  maybe  falling  into  AFDC,  we 
find  that  we  complicate  our  workload.  Again,  I  would  argue  that 
the  States  ought  to  have  that  flexibility,  and  this  committee  could 
provide  that. 

These  rules  just  keep  getting  worse.  The  mandates  keep  getting 
more  expensive. 

In  fact,  our  budget  analysts  estimate  that  the  new  mandates— - 
and  I  realize  the  Boren  amendment  is  hardly  new  at  this  point;  it 
has  been  around  for  a  few  years — have  cost  both  the  State  and 
Federal  Government  well  over  $1.5  billion  in  Michigan  alone  since 
1990.  So  if  we  divide  that  50/50,  $750  milHon  since  1990  out  of  the 
Federal  budget,  because  of  the  Boren  amendment,  and  that  was  an 
amendment,  interestingly  enough,  as  I  understand  the  history,  that 
was  originally  passed  to  try  to  help  the  States.  But  through  Fed- 
eral court  decisions  on  what  is  reasonable,  it  became  very  unrea- 
sonable in  terms  of  its  cost  to  the  specific  States. 

Chairman  DOMENICI.  Tell  us  what  the  Boren  amendment  does. 

Governor  Engler.  Very  simply,  the  Boren  amendment  estab- 
lished a  policy  of  reasonable  reimbursement  for  health  care  provid- 
ers and  took  from  our  control  the  ability  to  set  reimbursement 
rates  for  providers  such  as  hospitals  and  nursing  homes.  That  is 
the  simple  analysis.  It  is  a  little  bit  more  complicated  than  that, 
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but  that,  in  effect,  is  what  it  does.  And  it  costs  money  every  year 
and  removes  our  ability  to  negotiate. 

We  beheve  that  medicaid  block  grant  would  allow  all  the  States 
to  expand  managed  care  with  strict  limits  on  spending.  It  truly 
would  put  us  in  charge.  Each  patient  could  get  their  own  doctor 
and  have  access  to  health  care  and  have  quality  enhanced,  and  I 
think  we  could  do  a  better  job  of  promoting  preventive  care. 

Michigan  has  some  experience  in  this  area.  We  currently  have 
about  70  percent  of  our  medicaid  recipients  on  managed  care, 
which  I  think  is  a  number  that  would  rank  near  the  top  in  the  Na- 
tion in  terms  of  the  use  of  managed  care.  But  we  still  think  that 
that  could  go  further  and  that  we  could,  as  I  have  just  suggested, 
improve  services  and  enhance  savings. 

So  whether  medicaid  or  ADC,  block  grants  give  the  States  the 
flexibility  to  be  different,  give  the  States  the  opportunity  to  be  cre- 
ative in  our  strategies  to  reform  welfare  and  restore  hope. 

Certainly,  I  think  we  can  do  better  than  the  current  Federal  sys- 
tem, which  is  a  dizzying  array  of  failed  social  experiments  that 
have  resulted  in  breaking  up  families,  discouraging  work  and  mar- 
riage, and  destroying  hope. 

Let  me  be  clear  also  on  one  other  point.  This  has  been  something 
that  we  have  discussed  as  Governors.  It  is  an  issue  with  the  Con- 
gress, and  I  want  to  be  clear,  I  do  not  want  to  trade  liberal 
micromanagement  for  conservative  micromanagement.  I  think  that 
would  be  slightly  better,  but  it  would  still  be  micromanagement. 
And  I  guess  I  am  arguing  for  giving  the  States  the  freedom.  Cer- 
tainly we  expect  to  be  audited,  we  expect  to  be  held  accountable, 
but  give  us  the  freedom  to  design  the  programs  to  implement  the 
changes. 

The  awful  tangle  of  Federal  rules  that  work  at  cross  purposes 
must  go. 

To  give  you  one  example  of  what  I  mean  by  cross  purposes,  we 
had  an  AFDC  client  who  lives  in  public  housing.  Section  8  housing. 
This  person  refused  to  be  part  of  our  mandatory  work  program.  So 
our  procedures  are  that  that  person  is  to  be  sanctioned.  They  were 
sanctioned  by  cutting  the  AFDC  grant,  therefore,  cutting  her  in- 
come. 

The  result?  Did  that  send  a  signal  and  did  she  immediately  de- 
cide she  had  better  go  to  work?  No;  because  the  Section  8  rent  is 
determined  on  the  basis  of  income,  and  since  the  grant  was  low- 
ered, the  income  was  down,  and  so  the  rent  was  cut.  Then  over  in 
the  food  stamp  law  we  find  another  provision  which  says  that  you 
cannot  sanction  food  stamps,  so  as  a  result,  for  purposes  of  food 
stamps,  income  went  down,  food  stamps  went  up.  Bottom  line,  the 
sanction  did  not  mean  a  thing.  It  literally  became  a  financial  plus, 
and  she  was  certainly  better  off  saying  no  to  us  and  no  to  work. 

Another  example:  Because  of  arbitrary  Federal  rules  that  treat 
families  differently,  for  about  half  the  parents  we  send  checks  to, 
we  have  no  meaningful  way  to  enforce  work  rules — and,  again,  that 
is  the  food  stamp  law  coming  into  play — or  to  require  child  immu- 
nizations or  any  number  uf  other  important  actions  which  I  think 
would  encourage  responsibility  and  increase  self-reliance. 
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So  you  have  an  irony  here  that  the  Federal  rules  which  are  in- 
tended to  protect  children  actually  hurt  them  by  condemning  their 
families  to  a  life  on  welfare. 

Remember,  this  is  only  3  programs,  and  with  block  grants  we  are 
talking  about  consolidating  300. 

I  think  I  speak  for  every  Governor  who  has  ever  applied  for  a 
waiver  when  I  say  that  change  is  needed  and  it  is  needed  now. 

The  third  point,  restructuring  the  Federal-State  relationship. 
When  we  replace  rigid  rules  and  restrictions  with  block  grants  and 
broad  flexibility,  how  does  the  system  work?  What  role  will  the 
Federal  Government  have?  What  role  will  the  States  play? 

Here  is  my  vision  for  what  a  new  State-Federal  partnership 
would  be: 

The  Federal  Government  would  set  broad  outcomes  for  each 
block  grant  with  each  State  determining  how  best  to  reach  those 
outcomes.  What  do  I  mean?  Such  things  as  low-birth-weight  babies, 
immunization  rate,  teenage  pregnancy,  paternity  identification, 
child  support  collection,  high  school  graduation,  all  of  the  kinds  of 
things  that  represent  an  ability  then  to  compare  Michigan  to  Wis- 
consin, to  Massachusetts,  to  California,  to  New  Mexico.  And  let  us 
then  report  that  and  allow  us  to  set  up  goals  and  show  you  what 
is  working  and  where  is  it  working  in  America,  so  that  we  might 
then  focus  on  what  does  work  and  start  replicating  that  rather 
than  be  locked  into  a  system  that  does  not. 

The  States  would  also  be  responsible  for  developing  the  spending 
plan  for  the  Federal  funds,  but  the  Federal  approval  would  not  be 
required  to  receive  the  funding  or  to  implement  the  plans.  In  other 
words,  we  would  end  the  process  which  exists  today  where  a  State 
puts  its  plan  together  and  brings  it  to  the  Federal  Government  and 
says  please  approve  our  plan,  our  strategy,  and  then  we  negotiate 
with  unelected  bureaucrats  about  Michigan's  approach. 

The  Federal  Government  does  have  an  important  role  in  conduct- 
ing independent  audits  to  make  sure  that  the  State  is  spending  the 
resources  appropriately  for  the  purposes  that  are  outlined  in  ac- 
cordance with  their  State  plans,  and  the  Federal  Government  also 
ought  to  work  with  the  States  to  improve  interstate  child  support 
collection.  That  is  an  example  of  something  where  there  is  a  very 
valid  Federal  role.  If  an  absentee  father,  let's  say,  who  has  had  a 
child  support  order  entered  disappears  from  Michigan  and  they 
head  to  California,  it  is  often  hard  to  track  them  down,  hard  to 
hold  them  responsible  for  their  obligations.  So  I  see  a  strong  Fed- 
eral role  there. 

We  would  suggest  also  in  this  relationship  that  States  be  allowed 
to  carry  forward  unexpended  funds  from  one  fiscal  year  to  the  next 
and  create,  in  effect,  a  rainy  day  fund  or  a  reserve  to  balance 
spending  in  times  of  economic  hardship.  Funds  should  be 
transferrable  from  one  block  grant  to  the  other  in  an  agreed-upon 
amount. 

States  would  determine  eligibility  for  assistance  programs,  and 
then,  finally,  I  think  one  that  is  very,  very  important  in  terms  of 
where  we  are  as  a  nation,  the  States  would  agree  to  a  set  limit  in 
Federal  funding.  These  would  be  no  longer  unlimited  individual  en- 
titlements, but  they  would  be  capped  State  entitlements,  in  some 
cases  literally  frozen.  I  am  suggesting  that  it  be  for  a  period  of 
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years.  In  others  where  the  growth  rates  are  so  dramatic,  perhaps 
simply  a  substantial  reduction  from  current  growth  rates. 

Let  me  use  medicaid  as  an  example  because  those  costs  have 
skyrocketed.  Both  State  and  Federal  spending  doubled  between 
1990  and  1994  to  nearly  $144  billion.  Medicaid  spending  in  1995 
is  expected  to  reach  $157  billion.  That  is  a  growth  rate  of  around 
10  percent  annually. 

With  the  freedom  of  a  medicaid  block  grant,  I  believe  the  States 
can  cut  that  growth  rate  in  half.  Now,  if  we  did  that,  if  we  simply 
did  that,  not  cut  the  program  but  cut  the  growth  rate  in  half,  we 
estimate  the  cumulative  savings  over  the  next  5  years  at  between 
$90  to  $100  billion.  Even  in  Washington,  that  is  real  money. 

Combined  with  the  additional  savings  from  the  other  eight  block 

f rants,  I  believe  that  total  savings  could  amount  to  as  much  as 
140  billion  by  the  year  2000. 

Mr.  Chairman,  that,  as  you  know,  is  an  impressive  amount  when 
it  comes  to  balancing  the  Federal  budget.  I  know  there  is  a  big  im- 
balance there,  but  that  is  an  impressive  contribution. 

Finally,  let  me  close  on  this  point,  the  fourth  point,  the  big  pic- 
ture. The  best  welfare  program  is  a  job — we  know  that — in  the  pri- 
vate sector.  And  the  goal  of  welfare  must  be  to  get  people  off  wel- 
fare, off  of  dependency  as  soon  as  possible. 

By  limiting  government,  by  cutting  taxes,  by  reducing  the  burden 
of  regulations,  as  Majority  Leader  Dole  will  propose  later  today,  we 
can  create  a  climate  of  opportunity  that  will  allow  aid  recipients  to 
leave  the  welfare  rolls  for  private  payrolls.  I  think  we  also  ought 
to  note — and  we  talked  about  this  at  the  prayer  breakfast  this 
morning,  really — Americans  are  the  most  giving  people  in  the 
world,  and  that  is  one  of  the  reasons  we  seek  to  free  the  power  and 
money  held  captive  in  Washington,  not  so  we  can  hoard  it  in  State 
Capitols,  either,  I  might  add,  but  to  encourage  innovative  commu- 
nity and  neighborhood  efforts  that  include  everyone  from  the 
churches  and  the  mosques  and  the  synagogues,  to  civic  groups  and 
families. 

It  is  increasingly  obvious  that  government  cannot  be  a  parent, 
government  cannot  replace  the  family,  but  government  can  be  a 
helpful  partner.  Working  together  as  a  community,  we  can  tap  the 
ability  of  each  individual  to  help  and  to  be  responsible. 

Mr.  Chairman,  that  ultimately  is  what  this  debate  is  all  about: 
values  and  basic  principles  about  work,  responsibility,  freedom,  and 
independence. 

Everyone  who  can  work  should.  Every  member  of  society  has 
something  to  contribute  to  society. 

As  elected  officials,  it  is  our  job  to  make  sure  that,  at  worst,  gov- 
ernment does  not  hinder  the  ability  of  people  to  help  their  fellow 
men.  At  best,  Mr.  Chairman,  we  can  transform  government  into  a 
helpful  partner  and  creative  catalyst  in  a  community  effort  to  make 
America  a  nation  of  opportunity  for  every  citizen. 

Mr.  Chairman,  those  are  the  four  points  that  I  wanted  to  address 
in  my  prepared  remarks.  You  asked  me  about  would  the  Feds  have 
established  a  program,  given  their  fiscal  situation,  and  I  suspect 
that  they  may  well  have  wanted  to  do  something.  I  think  there  is 
a  national  interest  in  reducing  the  number  of  families  that  are 
trapped  in  poverty  and  the  number  of  children  that  are  at  risk.  I 


16 

think,  though,  that  before  the  program  is  estabHshed  in  Washing- 
ton and  it  is  assumed  that  Washington  has  the  answers,  perhaps 
the  question  needs  to  be  posed  to  Americans  about  where  best 
might  we  find  solutions  to  these  problems  and  how  best  might  we 
change  the  system. 

For  40  years,  we  have  tried  a  system  that  has  been  Washington- 
driven,  partly  funded  by  Washington  but  largely  regulated  by 
Washington,  and  I  am  suggesting  that  we  still  have  a  national  in- 
terest in  reducing  the  risk  for  families  and  children  who  are 
trapped  in  poverty.  We  have  a  national  interest  in  getting  people 
to  work.  But  now  it  is  time  to  transfer  the  primary  responsibility 
to  the  States,  and  since  at  the  present  time,  absent  medicaid,  the 
programs  dealing  with  cash  welfare,  social  services,  child  care,  food 
and  nutrition,  employment  and  training,  housing,  are  nearly  $125 
billion,  I  suspect,  to  answer  the  second  question.  States  could  not 
go  cold  turkey  in  terms  of  being  able  to  pick  this  burden  up  right 
now.  But,  clearly,  there  is  a  way  where  we  can  improve  dramati- 
cally the  level  of  services  being  provided  and  do  so,  I  think,  at  a 
savings  to  Federal  and  State  taxpayers,  and  at  the  same  time,  most 
importantly,  get  an  increase  in  the  effectiveness  of  how  well  we  are 
helping  people  make  that  transformation. 

So  that,  Mr.  Chairman,  I  submit  is  the  important  question:  How 
do  we  solve  these  problems  of  poverty?  And  we  have  seen  that  the 
Federal  strategy  has  failed  and  it  is  time  for  a  new  strategy  and, 

1  think,  a  new  partnership. 

Chairman  DOMENICI.  Thank  you  very  much.  Governor. 
[The  prepared  statement  of  Governor  Engler  follows:] 

Preparkd  Statement  of  Governor  John  Engler 

Mr  Chairman,  in  my  testimony  today,  I  would  like  to  accomplish  four  objectives: 

First,  to  provide  an  overview  of  what  Michigan  has  accomplished  since  launching 
our  welfare  reform  initiatives  2  years  ago. 

Second,  to  discuss  the  need  for  a  new,  State  entitlement,  block  grant  system  that 
I,  along  with  many  of  my  fellow  governors,  support  to  replace  the  confusing  mjTnad 
of  hundreds  of  Federal  welfare  programs. 

Third,  to  outline  how  I  believe  the  relationship  between  the  States  and  Federal 
Government  can  be  restructured  with  those  block  grants  to  save  money  and  better 
serve  our  constituents. 

And  fourth,  to  make  sure  we  don't  lose  sight  of  the  big  picture  and  the  role  gov- 
ernment can  play  in  spurring  economic  growth  and  innovative  private  sector  efforts 
to  help  our  citizens  find  work  and  achieve  independence. 

First — the  Michigan  record. 

From  day  one  of  the  reform  process,  AFDC  recipients  in  my  State  were  asked  to 
sign  a  Social  Contract  that  committed  them  to  either  working,  engaging  in  job  train- 
ing or  volunteering  in  the  community  at  least  20  hours  per  week. 

With  the  help  of  several  Federal  waivers,  we  also  implemented  incentives  to  make 
work  pay  and  eliminated  disincentives  to  work,  saving  and  entrepreneurship. 

The  results  so  far  have  been  impressive.  Three  out  of  four  welfare  parents  volun- 
tarily participated  in  the  Social  Contract.  More  than  one  out  of  four  are  working 
and  earning  income  compared  to  less  than  one  in  ten  nationwide. 

As  a  result,  since  we  began  reforming  welfare,  55,000  cases  have  been  closed  due 
to  income  from  employment.  At  the  same  time,  overall  welfare  caseloads  have  fallen 
to  the  lowest  level  since  1988. 

Today,  with  additional  Federal  waivers,  the  Social  Contract  is  mandatory  with  an 
increased  emphasis  on  work  as  the  first  step  toward  independence.  Grants  will  be 
reduced  for  those  who  fail  to  comply  within  the  first  year  and  eliminated  for  those 
who  fail  to  cooperate  in  the  second  year. 

In  Michigan,  a  recently  released  study  showed  that  our  strategy  to  encourage 
work  over  welfare  has  saved  State  taxpayers  more  than  $100  million  over  the  first 

2  years.  Let  me  repeat  that:  $100  million  in  savings.  It  is  important  to  note  that 
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this  study  controlled  for  the  improvement  in  our  State  economy.  Therefore,  we  can 
be  certain  the  $100  million  is  the  direct  result  of  reform. 

Second — the  need  for  block  grants. 

Mr.  Chairman,  block  grants  will  solve  the  problem  symbolized  by  this  pile  of 
paper — the  rules  and  regulations  from  just  three  Federal  welfare  programs. 

These  cumbersome  rules  are  barriers  that  restrict  States  from  reforming  welfare, 
barriers  that  lock  families  in  poverty,  barriers  that — with  your  help — can  be  torn 
down! 

In  testimony  earlier  this  year  before  the  House  Ways  and  Means  Subcommittee 
on  Human  Resources,  I  talked  about  replacing  some  300  programs  with  block  grants 
in  eight  broad  categories  that  include  AFDC  and  other  cash  assistance  programs, 
child  care  and  child  welfare  programs,  housing  and  employment  training,  just  to 
name  a  few. 

These  block  grants  will  allow  States  like  Michigan  to  design  and  implement  inno- 
vative efforts  to  reduce  caseloads,  increase  self  sufficiency,  strengthen  families,  and 
keep  them  together. 

Today,  I  would  like  to  add  another  program  and  another  block  grant  to  that  list, 
and  that's  medicaid. 

As  you  can  see  from  this  chart,  the  Medicaid  Maze  is  a  nightmare  for  both  State 
budgets  and  social  workers. 

The  problem,  Mr.  Chairman,  is  that  medicaid  is  not  one  program,  but  24  different 
programs  with  24  different  sets  of  rules  and  requirements.  Even  worse,  the  pile  of 
rules  keeps  getting  higher  and  the  mandates  keep  getting  more  expensive. 

In  fact,  our  budget  analysts  estimates  that  new  mandates  (i.e.  the  Boren  Amend- 
ment) have  cost  both  the  States  and  Federal  Government  well  over  $1.5  billion  in 
Michigan  since  1990. 

We  believe  that  a  medicaid  block  grant  would  allow  the  States,  for  example,  to 
expand  managed  care  with  strict  limits  on  spending.  Each  patient  would  get  their 
own  doctor,  access  and  quality  would  be  enhanced  and  preventive  care  promoted. 

Whether  medicaid  or  ADC,  block  grants  will  give  the  States  the  flexibility  to  be 
different  and  creative  in  our  strategies  to  reform  welfare  and  restore  hope. 

Certainly,  we  can  do  better  than  the  current  Federal  system — a  dizzying  array  of 
failed  social  experiments  that  break  up  families,  discourage  marriage  and  don't  en- 
courage or  reward  work. 

Mr.  Chairman,  let  me  be  clear  on  this  point.  I  do  not  want  to  trade  liberal 
micromanagement  for  conservative  micromanagement.  States  must  have  the  free- 
dom, with  no  strings  attached,  to  implement  change. 

The  awful  tangle  of  Federal  rules  that  work  at  cross  purposes  must  go. 

For  example,  m  my  State,  there  is  an  AFDC  client  who  lives  in  public  housing. 
This  person  refused  to  be  a  part  of  our  mandatory  work  program.  So  we  sanctioned 
the  client  by  cutting  her  AFDC  grant,  therefore,  cutting  her  income. 

The  result?  Did  sne  go  to  work?  Not  by  a  long  shot.  Since  her  income  went  down, 
her  Section  8  rent  was  lowered  and  her  food  stamp  allowance  went  up.  The  bottom 
line?  The  sanction  for  not  working  became  a  financial  plus.  She  was  better  off  sit- 
ting at  home,  saying  no  to  work. 

Another  example:  Because  of  arbitrary  Federal  rules  that  treat  families  dif- 
ferently, for  about  half  the  parents  we  send  checks  to.  States  have  no  meaningful 
way  to  enforce  work  rules,  require  child  immunizations  or  any  number  of  other  im- 
portant actions  to  encourage  responsibility  and  self-reliance. 

The  irony  is  that  these  Federal  rules,  which  are  intended  to  protect  children,  actu- 
ally hurt  them  by  condemning  their  families  to  a  life  on  welfare. 

Kemember,  this  pile  of  regulations  represents  only  3  programs.  With  these  block 
grants,  we're  talking  about  consolidating  300! 

I  know  that  I  speak  for  every  governor  who  has  ever  applied  for  a  waiver  when 
I  say:  Change  is  needed,  now. 

Third,  restructuring  the  Federal-State  relationship. 

When  we  replace  rigid  rules  and  restrictions  with  block  grants  and  broad  flexibil- 
ity, how  will  tne  system  work?  What  role  will  the  Federal  Cxovernment  have?  What 
role  will  the  States  play? 

Here's  my  vision  lor  a  new  State-Federal  partnership: 

•  The  Federal  Government  will  set  broad  outcomes  for  each  block  grant  with  each 
State  determining  how  best  to  reach  those  outcomes.  These  outcomes  might  include 
reductions  in  out-of-wedlock  teen  pregnancies,  employment  rates  among  public  as- 
sistance recipients  and  length  of  time  on  assistance. 

•  The  States  will  be  responsible  for  developing  spending  plans  for  Federal  funds, 
but  Federal  approval  should  NOT  be  required  to  receive  funding. 

•  Independent  audits  will  be  conducted  to  assure  that  States  are  spending  re- 
sources in  accordance  with  their  State  plans. 
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•  The  Federal  Government  should  work  with  the  States  to  improve  interstate 
child  support  enforcement. 

•  States  will  be  allowed  to  carry-forward  unexpended  funds  from  one  fiscal  year 
to  the  next  and  to  create  "Rainy  Day  Funds"  to  balance  spending  in  times  of  eco- 
nomic hardship.  Funds  will  also  be  transferable  from  one  block  grant  to  another. 

•  States  will  determine  eligibility  for  assistance  programs. 

•  And  with  each  block  grant,  the  States  will  agree  to  a  set  limit  in  Federal  fund- 
ing. In  some  cases,  that  may  mean  a  freeze  in  Federal  support.  In  others,  a  substan- 
tial reduction  from  current  growth  rates. 

For  example,  you  know  only  too  well  that  medicaid  costs  are  skyrocketing.  Both 
State  and  Federal  spending  doubled  between  1990  and  1994  to  nearly  $144  billion. 
And  medicaid  spending  in  1995  is  expected  to  reach  $157  billion — a  growth  rate  of 
around  10  percent  annually. 

With  the  freedom  of  a  medicaid  block  grant,  I  believe  the  States  can  cut  that 
growth  rate  in  half.  We  estimate  the  cumulative  savings  over  the  next  5  years  at 
between  $90-$100  billion. 

Combined  with  the  additional  savings  from  the  other  eight  block  grants,  total  sav- 
ings could  amount  to  as  much  as  $140  billion  by  the  year  2000. 

Mr  Chairman,  that's  a  big  chunk  of  change  when  it  comes  to  balancing  the  Fed- 
eral budget. 

And  finally,  my  fourth  point — the  big  picture. 

We  must  always  remember  that  the  best  welfare  program  is  a  private  sector  job 
and  that  the  goal  of  welfare  must  be  getting  folks  off  welfare  as  soon  as  possible. 

By  limiting  government,  cutting  taxes  and  reducing  the  burden  of  regulations,  we 
can  create  a  climate  of  opportunity  that  will  allow  aid  recipients  to  leave  the  welfare 
rolls  for  private  payrolls. 

We  must  also  remember  that  Americans  are  the  most  giving  people  in  the  world. 
That's  why  we  seek  to  free  the  power  and  money  held  captive  in  Washington — not 
to  hoard  them  in  State  capitols  or  city  halls — but  to  encourage  innovative  neighbor- 
hood efforts  that  include  churches,  mosques,  synagogues,  civic  groups  and  families. 

It  is  increasingly  obvious  that  government  cannot  be  a  parent  and  cannot  replace 
the  family,  but  government  can  be  a  partner.  Working  together  as  a  community,  we 
can  tap  the  ability  of  each  individual  to  help  and  to  be  responsible 

Mr.  Chairman,  ultimately,  this  debate  is  about  values  and  basic  principles,  about 
work,  responsibility,  freedom  and  independence. 

Everyone  who  can  work,  should  work.  Every  member  of  society  has  something  to 
contribute  to  society. 

As  elected  officials,  it's  our  iob  to  make  sure  that  at  worst,  government  doesn't 
hinder  the  ability  of  people  to  help  their  fellow  men.  At  best,  we  can  transform  gov- 
ernment into  a  helpful  partner  and  creative  catalyst  in  a  community  effort  to  make 
America  a  Nation  of  opportunity  for  every  citizen. 

Thank  you,  Mr.  Chairman. 

Chairman  DOMENICI.  Senator  Abraham? 

Senator  ABRAHAM.  Thank  you. 

In  the  comments  on  medicaid  that  you  just  made,  you  indicated 
information  kind  of  consistent  with  what  we  heard  here  yesterday 
from  Kevin  Piper,  who  is  the  person  in  charge  of  administering  the 
Medicaid  Program  in  the  State  of  Wisconsin,  that  they  have  been 
able  to  dramatically  reduce  the  costs  of  their  Medicaid  Program  by 
anywhere  from  30  to  40  percent.  You  have  proposed  that  it  could 
be  done,  that  we  could  reduce  the  growth  rate  by  as  much  as  50 
percent.  And  one  of  the  things  that  we  have  been  hearing  is,  of 
course,  people  who  argue  that  it  is  impossible,  these  kinds  of  econo- 
mies cannot  be  reached  without  huge  problems,  without  a  lot  of 
pain. 

Maybe  it  would  be  helpful  for  those  of  us  who  think  this  is  the 
right  course  if  we  had  some  specific  examples  of  how  the  States 
would  go  about  such  an  approach,  how  they  would  reduce  these 
costs,  without  the  kind  of  pain  and  suffering  that  is  often  referred 
to  by  people  who  oppose  it. 

Governor  Engler.  Right  off  the  top,  I  would  submit,  Mr.  Abra- 
ham, there  is  a  significant  savings  in  simply  being  able  to  run  pro- 
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grams  in  a  common-sense  fashion.  We  are  hamstrung  today  even 
in  our  use  of  technology  by  trying  to  keep  up  with  this  kind  of 
paper  and  this  kind  of  changing  basehne  every  so  often.  We  are . 
looking  at  new  rules,  new  procedures.  Simply  getting  that  out  of 
the  way  would  allow  us  to  do  a  better  job,  I  think,  of  reaching  those 
people  that  we  need  to  reach. 

Now,  when  we  reach  them,  are  there  potential  savings?  We 
would  certainly  submit  to  you  for  the  committee's  consideration 
what  we  have  done  on  managed  care  in  Michigan.  The  fact  that  we 
have  nearly  70  percent  of  our  population  in  such  a  system  today 
has  created  a  network  of  gatekeepers. 

Now,  you  will  get  into  a  debate.  Some  advocates  will  argue  the 
fact  that  the  government  is  paying  for  the  benefit  should  not  de- 
prive the  recipient  of  the  benefit  from  having  the  same  choices  and 
same  options  as  somebody  who  is  not — you  know,  as  somebody  who 
is  paying  their  own  insurance  bills.  I  would  submit  if  someone 
comes  to  the  government  and  says  I  would  like  you  to  provide  my 
health  insurance  for  me  that  we  might  say  we  are  willing  to  pro- 
vide that  insurance,  but  you  understand  there  are  some  limits. 
Those  limits  may  be  on  the  choices  of  doctors  that  you  have,  on  the 
type  of  approach  that  we  are  going  to  have  for  you,  and  they  will 
be  necessarily  more  limited  than  if  they  were  working,  let's  say, 
and  purchasing  their  own  insurance  in  the  private  market. 

So  there  are  savings  as  a  result  of  that,  and  I  think  those  are 
valid  savings  to  count  on. 

Senator  Abraham.  The  second  thing  that  I  have  been  hearing 
some  of  your  fellow  Governors  complain  about  or  worry  about  is 
that  all  States  do  not  deal  with  problems  with  the  same  level  of 
sensitivity  and  that  we  might  have  certain  States  that  would,  of 
course,  pick  up  the  block  grant  approach  and  effectively  implement 
it  and  take  care  of  a  population  at  risk,  and  that  others  might  not 
use  these  moneys  in  the  most  efficient  fashion  or  might  not  take 
care  of  some  populations  that  are  particularly  at  risk,  women,  chil- 
dren, and  others  who  have  traditionally  been  the  beneficiaries  of 
the  program. 

Do  you  see  that  as  a  high-risk  possibility?  How  do  you  feel  the 
States  would  administer  these  programs? 

Governor  Engler.  Let  me  first  suggest  that  I  could  speak  some- 
what authoritatively  about  Michigan,  and  I  know  that  in  Michigan 
we  are  not  about  to  put  people  at  risk  and  we  are  not  about  to  ig- 
nore those  that  are  in  need. 

Now,  I  do  not  know  if  advocacy  groups  or  Members  of  Congress 
have  identified  some  States  that  are  not  fulfilling  their  responsibil- 
ities or  they  wish  to  have  a  process  to  say  that  a  certain  State 
should  not  have  sovereign  responsibilities,  in  this  case  that  they 
will  need  an  overlord  to  watch  over  them. 

I  just  think  that  in  a  system  of  federalism  that  States  ought  to 
be  empowered.  One  of  the  reasons  I  have  suggested  that  there  be, 
though,  data  collected  nationally  and  the  ability  to  compare  among 
the  States  is  to  highlight  a  State  that  someone  might  argue  is  not 
doing  the  job.  Perhaps  then  this  committee  might  well  wish  to  have 
those  State  officials  come  and  discuss  their  strategy  and  the  com- 
mittee's conclusion  that  this  State  has  failed  and  maybe  raise  that 
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with  members  of  the  congressional  delegation  as  well  as  the  Gov- 
ernor and  State  legislators  in  those  States. 

But  to  suggest  that  that  risk  in  one  State,  an  unnamed  State  at 
this  point,  or  two  unnamed  States,  is  rationale  then  to  ride  herd 
on  the  remaining  49  or  48  States  I  think  is  a  hard  case  to  make 
and,  as  I  have  argued  today  in  my  testimony,  an  expensive  case  to 
make  because  you  clearly  incur  higher  costs  because  of  the  partner- 
ship that  exists  today  with  the  Federal  Government  officials  in  the 
driver's  seat. 

Chairman  DOMENICI.  Would  the  Senator  yield? 

Senator  Abraham.  Sure. 

Chairman  DOMENICI.  Governor,  how  long  do  you  think  after 
block  grants,  whether  it  includes  medicaid — let's  say  it  includes 
medicaid  also.  How  long  would  it  take  a  State  before  you  could 
start  really  evaluating  one  versus  another  if  they  all  started  2 
years  from  now?  Three  years  enough?  Two  years?  How  long? 

Governor  Engler.  Well,  I  am  willing  to  be  evaluated  even  in  the 
first  year  to  see  what  changes  have  been  made.  I  would  suggest 
that  we  take  whatever  data  we  have  currently.  I  do  not  know  what 
kind  of  accountability  is  currently  in  place  on  the  part  of  Congress, 
but  I  would  say  draw  the  baseline  and  let's  go  forward  from  there. 
Because  you  will  see  changes  take  place  quite  rapidly.  We  have 
seen  that  in  Michigan.  We  were  proud  just  last  year  to  announce 
a  17-percent  drop  in  minority  infant  mortality  in  our  State,  and  not 
because  we  created  a  lot  of  new  programs  but  because  we  took 
some  of  the  old  programs  and  finally  were  able  to  get  a  few  of  them 
coordinated  to  target  the  resources  where  they  could  do  the  most 
good.  And  those  were  women  on,  by  and  large,  public  assistance, 
and  we  felt  that  that  is  important.  But  it  is  arduous,  at  best,  to 
be  able  to  do  this,  and  we  need  to  be  able  to  sweep  away  some  of 
this  compartmentalization  that  is  represented  by  Federal  policy. 

Chairman  DoMENici.  Go  ahead,  Senator  Abraham. 

Senator  Abraham.  Thank  you.  I  just  would  elaborate.  I  have 
been  frustrated  myself  during  this  whole  discussion  because  I  keep 
hearing  references  to  States  that  would  suddenly  stop  caring  about 
people's  problems,  would  immediately — you  know,  sort  of  references 
to  the  1950's  and  the  days  of  segregation  and  so  on.  And  I  guess 
I  still  have  not  heard  one  specific  State  mentioned,  and  I  just  won- 
dered if  maybe  within  the  councils  of  the  National  Governors'  Asso- 
ciation in  secret  when  they  meet  there  is  a  State  that  fits  this  de- 
scription. 

I  have  not  yet  been  able  to  deduce  which  State  that  is,  but  it  just 
seems  to  me,  Mr.  Chairman,  that  that  has  kind  of  become  a  bit  of 
a  red  herring  in  these  discussions.  It  seems  to  me  that  all  the 
States  have  moved  in  recent  years  pretty  effectively,  but  that  we 
would  be  able  pretty  effectively  at  our  end  to  discern  if  someone 
was  not. 

Governor  Engler.  Let  me  just  add,  I  would  suspect  that  this  hy- 
pothetical malevolent  State  would  be  impossible  to  keep  secret 
from  CNN  and  the  Washington  Post  and  a  number  of  others  who 
seek  to  hold  States  accountable.  The  New  York  Times  would  un- 
doubtedly be  there  writing  feature  stories  on  this  place  in  America. 

Senator  Abraham.  The  other  question  I  wanted  to  focus  on  is  a 
concern  raised  frequently  that  the  Governors  are  confident  of  their 
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ability  to  handle  these  programs  in  times  of  economic  growth,  but 
what  happens  in  times  of  economic  recession?  Obviously,  in  Michi- 
gan, we  had  an  experience  where  we  had  a  recession.  We  have  had 
several  of  them.  We  had  one  at  the  time  that  you  took  office,  and 
yet  we  have  been  able  to  address  these  problems. 

Would  the  block  grant,  in  your  judgment,  make  things  more  dif- 
ficult in  a  recessionary  period?  Or  are  there  ways  that  the  States 
can  adjust  if  they  are  given  adequate  lead  time? 

Governor  Engler.  There  is  no  question  that  States  take  some 
risk.  This  is  not  a  risk-free  proposal;  this  is  not  a  risk-free  business 
these  days.  I  think  the  fact  that  we  are  dealing  with  a  deficit  prob- 
lem that  is  as  acute  as  it  is  means  that  everyone  has  to  come  to 
the  table  in  good  faith.  Perhaps  Governors  or  perhaps  this  Gov- 
ernor makes  a  mistake  by  suggesting  this  is  the  amount  of  money 
that  we  think  will  work.  But  we  do  take  risks  on  economic  uncer- 
tainty, which  mean  risks  on  caseload.  On  the  other  hand,  we  are 
certainly  better  able  to  deal  with  whatever  those  risks  are  having 
more  authority  over  the  program  itself. 

We  have  suggested  in  conversations  with  the  House  a  couple  of 
things  that  we  think  make  some  sense,  and  this  is,  again,  part  of 
our  National  Governors'  Association  policy  as  it  relates  to  block 
grants,  the  creation  of  some — maybe  of  a  percent  or  something, 
some  type  of  fund  that  would  work  by  formula  to  deal  with  those 
situations  so  that  there  would  be  reassurance,  there  would  be  some 
additional  help  available  if  some  economic  calamity  occurred — that, 
plus  the  carry-forward  opportunity  and  the  ability  to  create,  if  you 
will,  a  rainy  day  reserve. 

Now,  there  is  concern  on  the  part  of  Governors  that  if  they  are 
too  successful,  will  Congress  eventually  rewrite  the  contract?  That 
is  one  of  the  reasons,  in  a  fuller  response  maybe  to  the  Chairman's 
question  about  evaluation  time,  I  think  that  a  5-year  period,  if  we 
could  count  on  level  funding,  for  instance,  in  some  of  these  pro- 
grams, or  a  determined  amount  and  predictable  amount  for  a  5- 
year  period,  it  gives  you  an  opportunity  to  see  in  the  entire  Nation. 
I  think  some  Governors  will  move  faster  than  others,  and  some  are 
geared  up  and  ready  to  go  now.  Others  will  take  some  time  to  gear 
up.  But  that  5-year  period  gives  you  an  opportunity.  And  we  just 
assume  that  that  is  probably  a  reasonable  period.  To  say  that  this 
strategy  should  be  in  place  for  15  years  is  probably  not  plausible, 
and,  therefore,  we  are  not  asking  for  that.  To  say  shorter  than  5 
years,  then  it  does  give  us  an  opportunity  to  see  some  States  per- 
haps not  move  as  expeditiously  and,  therefore,  you  know,  miss  out 
on  the  opportunity. 

I  just  think  you  are  going  to  want  to  have  this  all  come  up  for 
review.  And  I  recognize  that  if  at  the  end  of  5  years  States  are  sit- 
ting there  and  they  have  got  a  reserve  that  has  built  up  here.  Con- 
gress would  probably  say,  well,  gee,  we  think  we  can — ^you  know, 
we  ought  to  redo  the  arrangement.  But  that  is  not  unlike  what 
happens  annually  right  now,  so  in  that  sense,  there  is  actually 
more  certainty  under  what  we  are  proposing  than  under  what  ex- 
ists. And  there  is  100  percent  certainty  in  terms  of  program  defini- 
tion because  then  that  is  in  our  hands. 

Chairman  DOMENICI.  Would  the  Senator  yield? 

Senator  Abraham.  Sure. 
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Chairman  Domenici.  Let  me  just  ask,  Governor,  you  mentioned 
a  hold  harmless  for  5  years  or  a  certainty  that  the  Governors  and 
States  ought  to  have  that  funding  could  not  be  r4educed.  You  mean 
that  from  the  reduced  level  that  we  agreed  upon  in  this  new  con- 
tract where  you  are  given  flexibility.  Is  that  correct? 

Governor  Engler.  That  is  correct. 

Chairman  DoMENici.  So  if  medicaid  came  down  from  its  current 
growth  of  11  or  10.5  percent  on  average  to  5 — I  have  not  seen  pro- 
jections of  5;  I  have  seen  projections  of  7,  and  that  is  a  big  chunk 
of  money. 

Governor  Engler.  If  7  is  enough,  that  would  work  fine. 

Chairman  Domenici.  Anyway,  you  are  saying  if  we  get  there, 
what  you  need  is  a  few  years  to  be  sure  that  you  are  not  in  an  inse- 
cure funding  situation. 

Governor  Engler.  That  is  right.  We  would  not  want  to  go  back 
in  the — because  we  would  rely  upon,  you  know,  congressional  ac- 
tion then  to  make  a  number  of  policy  decisions  at  the  State  level. 

For  example,  one  thing  that  I  think  States  have  lagged  on  is 
technology.  But  if  we  knew  that  we  had  a  period  of  years — we  have 
some  tests  and  pilots  out  there  in  the  country  that  are  extremely 
useful,  but  there  is  no  reason  with  the  technology  we  have  that  we 
should  not  be  able  to  eliminate  100  percent  of  food  stamp  fi-aud. 

We  could  do  that  as  long  as  we  could  get  to  a  benefits  card  and 
a  system,  but  I  have  to  have  enough  time  to  amortize  that  cost, 
and  I  do  not  want  to  say,  well,  I  am  going  to  do  it  for  1  year  and 
then  suddenly  find  all  the  rules  changed  next  year  and  maybe  hold- 
ing a  card  which  is  irrelevant  to  the  program. 

So  it  is  those  kinds  of  things,  and  if  we  are  going  to  move  staff 
and  restructure  programs,  we  need  to  be  able  to  do  that  with  a  cer- 
tainty of  some  time  period. 

Chairman  DOMENICI.  I  would  make  one  other  observation.  Sen- 
ator, before  yielding  back  to  you.  Sometimes  in  an  effort  to  get  re- 
form, we  seem  to  think  we  have  to  solve  every  kind  of  problem,  like 
what  happens  in  a  recession.  Should  it  have  built-in  countercyclical 
qualities  so  that  if  the  recession  occurs  it  increases? 

But  I  would  remind  everyone  that  even  if  we  had  a  constitutional 
amendment  that  is  currently  proposed  for  a  balanced  budget,  clear- 
ly the  implementation  language  will  talk  about  national  economic 
emergencies,  and  Congress  can  with  60  votes  decide  that  they  want 
to  buttress  these  programs.  In  fact,  we  could  conceivably  vote  in  a 
countercyclical  proposal  that  would  say  upon  ratification  by  Con- 
gress it  would  be  automatic,  so  they  would  know  that  if  you  got  8- 
percent  unemployment  and  four  quarters  of  negative  growth  at  3 
percent  or  something,  it  would  kick  in. 

Is  something  like  that 

Governor  Engler.  Something  like  that  would  work.  I  guess  that 
is  one  where  we  are  flexible  to  work  with  your  technical  people  on 
creating  a  strategy  that  works. 

Again,  I  have  enough  confidence  that  when  there  is  a  hurricane 
hitting  Florida  or  an  earthquake  hitting  California,  Congress  has 
responded,  and  I  suspect  similar  response  would  be  available  if 
something  calamitous  occurred. 

Chairman  Domenici.  Good  point. 
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Governor  Engler.  Calamitous  in  my  mind,  I  remember  back  in 
1982  Michigan  had  a  17-percent  unemployment  rate,  and  I  hope 
that  when  we  fix  things,  it  will  never  go  back  to  that  again.  I  think 
we  have.  But  it  probably  will  not  always  stay  at  4.5  percent  either, 
where  it  is  today. 

Chairman  DoMENici.  Senator  Abraham? 

Senator  ABRAHAM.  Thank  you. 

The  last  area  that  I  would  like  to  ask  you  to  expand  on  refers 
to  what  I  believe  ought  to  be  the  ultimate  goal  of  our  programs  in 
particularly  the  welfare  area.  We  talk  here  today  and  we  have  con- 
sistently talked  about  the  budgetary  impact  of  what  we  do,  but  ob- 
viously the  goal  of  the  welfare  programs  is  to  provide  a  hand  to 
people  between  periods  when  they  are  not  employed  when  they 
need  that  help,  not  simply  freeze  people,  as  you  have  referenced, 
in  poverty  forever. 

You  made  reference  to  what  you  believe  to  be  the  preference  or 
the  preferable  course  of  having  these  programs  run  at  the  State 
level  because  that  is  obviously  where  the  rubber  meets  the  road  in 
terms  of  the  actual  caseworkers  and  people  who  were  trying  to  help 
individuals.  Would  this  program,  if  it  were  block  granted  the  mag- 
nitude you  are  suggesting,  not  just  the  medicaid  but  the  welfare 
programs  more  broadly,  appreciably  improve  our  chances  of  getting 
people  back  to  work?  And  if  so,  give  us  some  specific  ideas  as  to 
how  that  would  happen. 

Governor  Engler.  That  is  a  very  good  question,  and  it  is  a  very 
important  question  because  that  is  the  goal.  I  think  that  the  exam- 
ple I  cited  where  we  tried  to  sanction  a  person  who  refused  to  take 
a  job  that  was  there,  we  would  no  longer  have  that  problem,  for 
example.  We  would  make  sure  that  our  policy  was  consistent  across 
the  different  types  of  assistance  being  given  to  someone  in  poverty. 

I  think  also  that  the  greatest  opportunity  for  us  is  to  improve  the 
linkage  between  the  social  services  net  of  programs  and  our  edu- 
cation system.  Clearly,  it  ought  to  be  of  paramount  interest  to 
make  sure  that  children  in  families  where  the  parent  is  on  public 
assistance  not  generationally  repeat  that. 

How  do  you  do  that?  Part  of  that  is  certainly  in  the  schools, 
doing  a  better  job  with  education,  and  linking  together — and  that 
is  not  really  before  us  today,  but  we  intend  in  Michigan  to  have  a 
strategy  where  we  are  saying  to  some  of  these  children  that  there 
ought  to  be  opportunities  to  be  in  school  on  a  year-round  basis,  that 
we  ought  to  wrap  the  services  right  around  the  school  building,  in 
effect,  and  to  try  to  bring  some  stability  to  a  child's  life  by  getting 
them  an  education  that  is  going  to  help  them  break  this  cycle. 

So  it  is  collaborative  at  the  State  level  in  more  than  just  these 
programs.  It  is  the  interrelationship  with  other — and  education 
happens  to  be  something  that,  again,  we  are  spending — we  are 
raising  95  percent  of  the  money  in  Michigan.  Unfortunately,  the  5 
percent  coming  from  Washington,  there  is  a  desire  to  write  about 
60  or  70  percent  of  the  rules,  but  we  think  that  there  is  am  example 
of  how  we  would  do  something  that  is  being  conducted  at  the  State 
and  local  level. 

I  just  want  to  emphasize,  when  I  say  turn  it  back  to  the  State 
it  is  not  just  so  that  the  State  can  run  these  programs.  Much  of 
what  we  have  done  that  is  successful  involves  the  building  of  some 
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very  strong  partnerships  with  local  communities,  because,  again, 
just  like  you  do  not  run  programs  in  Washington,  we  do  not  really 
run  programs  in  the  State  capitol.  We  run  them  in  neighborhoods 
and  communities  and  towns  and  counties.  And  so  we  are  spending 
an  awful  lot  of  effort  today  to  get  these  programs  out  into  the  com- 
munities so  they  can  be  administered  by  people  who  are  right  next 
door  under  the  best  case. 

Senator  Abraham.  Governor,  thank  you  very  much.  Thank  you, 
Mr.  Chairman. 

Chairman  DOMENICI.  Thank  you.  I  may  just  have  to  leave  a  bit 
early  this  morning,  so  I  am  going  to  inquire,  and  then.  Senator 
Simon,  you  are  next,  and  then  Senator  Grassley.  Do  you  have  a  lit- 
tle bit  of  time.  Senator  Grassley? 

Senator  GRASSLEY.  Yes. 

Chairman  DOMENICI.  Governor,  might  I  ask,  the  question  was 
raised  about  whether  a  State  might  live  up  to  its  responsibilities, 
and  frankly,  I  believe  there  is  a  lot  more  going  on  in  society  that 
will  see  that  that  happens,  or  if  it  does  not,  the  political  system 
will  take  over  and  clearly  something  will  push  a  State.  I  have  a  lot 
more  confidence  now  than  I  might  have  had  25  years  ago,  essen- 
tially. 

But  I  wonder,  even  at  that,  people  are  going  to  wonder  about 
measuring  objectively  the  success  of  a  program  that  is  substan- 
tially different  than  what  was  dreamt  up  and  contained  in  these 
voluminous  regs. 

You  have  been  at  the  business  of  getting  waivers,  streamlining, 
running  programs.  Do  you  monitor  them  regularly  for  success? 

Governor  Engler.  We  sure  do.  That  is  one  of  the  reasons  that 
we  have  made,  as  we  have  gone  along,  a  number  of  changes.  We 
will  find  things  that  do  not  work  well,  and  we  stop  doing  it  and 
shift. 

We  would  like  to  be  able  to  do  that  a  lot  faster.  Again,  when  we 
want  to  shift  something,  we  are  now  trying  to  figure  out,  Can  we 
get  the  Federal  officials  to  approve  it?  Will  they  agree  with  that  ap- 
proach? 

I  will  give  you  an  example  of  something  that  we  are  doing  now, 
that  we  are  trying  to  do  on  the  job  training  side  that  relates  to  this. 
We  want  to  have  a  sanction  if  people  do  not  work.  We  want  to 
make  sure  that  they  have  every  opportunity  to  go  to  work  or  to  be 
trained  to  go  to  work,  if  that  is  what  the  problem  is. 

We  have  now  entered  into  an  interagency  arrangement  with  our 
private  industry  councils  through  the  JTPA.  So  if  you  come  into  the 
welfare  office  in  Michigan  to  apply  for  benefits,  we  say  here  is  what 
you  have  to  fill  out.  I  personally  think  this  ought  to  be  one  applica- 
tion that  goes  in.  Instead  of  having  the  person  and  the  staff  have 
to  take  the  application,  we  ought  to  be  able  electronically  to  say 
here  is  the  person's  file  and  have  the  job  training  agency  have  it. 
But  it  has  not  quite  worked  that  way.  They  still  have  to  go  over 
there  and  fill  out  whatever  papers  are  needed.  But  the  job  training 
agency  now  is  doing  all  of  the  placement  work.  We  would  like  to 
be  able  to  hold  them  accountable.  But,  again,  the  Federal  Govern- 
ment has  said  they  are  going  to  fund  them  directly,  so  if  they  are 
good  or  if  they  are  bad,  they  still  get  funded. 
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We  are  able  to  influence  by  use  of  the  discretionary  funds  that 
we  have,  but  those  are  modest  as  a  percentage  of  the  whole.  But 
that  is  an  example  of  how  we  have  tried  to  use  discretionary  funds 
to  reward  local  agencies  who  have  done  a  very  good  job  and  to  sort 
of  be  the  carrot  to  encourage  better  performance.  But  we  have  ab- 
solutely stopped  doing  some  things  that  we  have  tried  and  that 
have  not  worked,  and  not  everything  we  are  going  to  try  is  going 
to  work.  The  same  is  going  to  be  true  in  other  States. 

What  we  need  nationally  are  50  States  experimenting  because 
that  multiplies  rapidly  then  the  number  of  experiments  that  are 
underway  and  as  we  learn  from  each  other's  strategies.  I  would  en- 
courage— you  know,  there  has  been  a  lot  of  talk  about  the  Federal 
role,  and  I  have  been  in  Washington  for  a  few  days,  so  I  have  had 
an  opportunity  to  follow  the  local  news.  It  seems  to  me  the  District 
of  Columbia  has  a  number  of  problems,  and  perhaps  to  allow  HHS 
to  really  show  us  how  good  they  are,  maybe  we  should  put  them 
in  charge  of  the  social  services  programs  in  the  District  so  that 
they  could  compete  just  like  a  State.  And  I  would  support  giving 
HHS  maximum  freedom  and  flexibility  to  design  the  program  for 
the  District  of  Columbia  so  that  we  could  count  their  data  into  this 
data  comparison  that  we  want  to  do  nationally,  and  we  will  see 
how  HHS  does,  operating  as  a  State,  compared  to  all  other  States. 

Chairman  DoMENici.  Well,  perhaps  we  ought  not  speculate  as  to 
how  HHS  would  respond  to  such  an  offer. 

Governor  Engler.  I  am  sure  they  would  jump  at  it  because  they 
do  have  a  lot  of  answers  represented  by  this  document  here. 

Chairman  DOMENICI.  I  am  not  sure  they  would  jump  at  it. 

Governor  Engler.  One  of  the  things  that  we  have  done,  which 
is  interesting,  and  it  has  helped  our  performance:  We  now  publish 
county  by  county  in  Michigan  statistics,  and  this  was  a  life-threat- 
ening experience  for  county  directors  initially.  But  we  now  put  this 
data  and  break  it  out  on  a  county-by-county  basis  on  some  of  the 
same  indicators  I  have  just  suggested  you  ought  to  compare  the 
States,  because  I  want  to  know  how  my  counties  are  doing,  and 
this  has  had  a  very  salutary  effect  on  staff.  They  know  that  the 
data  is  going  to  be  out  there,  and  that  competition  has  definitely 
resulted  in  increased  performance. 

Chairman  DoMENici.  Governor,  I  am  very  intrigued  with  your 
overall  proposal  of  300  programs  that  might  be  blocked,  and  you 
added  one  today.  You  added  the  biggest  one  of  all  and  the  fastest 
growing  of  that  group.  Could  you  talk  about  the  300  for  a  minute? 
And  then  I  will  talk  about  medicaid  separately.  Did  you  tell  us  ex- 
actly which  they  are  in  your  testimony  somewhere?  Or  are  you 
going  to  give  us  that  somewhere? 

Governor  Engler.  Well,  I  might  give  you  this,  Mr.  Chairman.  I 
have  done  this  before,  but  this  is  sort  of  the — that  is  about  200- 
some  of  them,  and  as  you  can  see,  they  are  everything.  But,  gen- 
erally speaking,  what  they  are,  the  eight  block  grants  that  are  rep- 
resented by  these  programs,  154  different  job  training  programs 
into  one  job  training  block  grant.  A  housing  block  grant — I  do  not 
know  if  we  have  the  numbers  on  each  of  those  broken  down.  I  have 
them  in  my  notebook. 

Chairman  DOMENICI.  We  have  the  list,  Governor. 


26 

Governor  Engler.  All  right.  AFDC  cash  assistance,  I  have  5  pro- 
grams, $16  billion;  child  care,  early  childhood  education,  12  pro- 
grams, $6.3  billion;  child  welfare,  35  programs,  $4.3  billion. 

Chairman  DOMENICI.  Let  me  try  to  make  a  point.  While  you  have 
just  told  us  about  the  new  one  that  you  would  think  in  a  reason- 
able period  of  time  we  could  get  away  from  the  11  percent  auto- 
matic increase  every  year,  your  suggestion  is  you  might  get  the  5 
percent.  So  we  understand  how  we  would  get  there  and  we  can  cal- 
culate the  savings. 

On  these  eight,  have  you  given  us  any  idea  about  how  each  of 
the  eight  should  be  funded? 

Governor  Engler.  We  have.  Could  I  ask  Director  Miller  just  to 
address  that? 

Chairman  DOMENICI.  Sure. 

Governor  Engler.  He  has  actually  gone  through  the  CBO  base- 
line numbers,  and  we  have  a  number  for  you. 

Chairman  DOMENICI.  You  are  welcome,  Mr.  Director. 

Mr.  Miller,  Thank  you,  Mr.  Chairman.  Basically  what  we  have 
done  in  the  eight  programs  is  looked  at  a  base  year,  in  most  cases 
1994,  and  then  level-funded  that  4  or  5  years  up  through  2000.  So 
it  would  be  a  certain  number,  and  as  you  know,  the  method  of  scor- 
ing that  occurs  here,  that  would  provide,  as  the  Governor  men- 
tioned, savings  that  we  estimate  between  $40  and  $50  billion  by 
level-funding  those  programs  over  a  5-year  period. 

Senator  Simon.  If  my  colleague  would  yield,  when  you  say  level 
funding,  is  that  current  services?  Do  you  add  the  inflation  factor? 
Or  is  that  level  funding? 

Mr.  Miller.  That  is  level  funding. 

Senator  SiMON.  Thank  you. 

Chairman  DOMENICI.  And  medicaid  is  treated  separate  from 
that,  as  I  have  just  described  it,  in  terms  of  the  revelations  on  how 
much  you  might  save. 

Mr.  Miller.  Right.  As  the  Governor  mentioned,  as  we  calculated 
it — and  I  am  sure  your  staff  would  want  to  look  at  it.  If  we  take 
a  base  year,  again,  like  1994,  and  apply  what  the  Governor  has 
said,  simply  5  percent,  a  block-granted  5  percent,  that  looks  to  us 
like  it  would  provide  savings  to  you  of  over  $100  billion  over  the 
5-year  period. 

Chairman  DOMENICI.  Right.  We  understand  that.  I  was  kind  of 
interested  in  the  small  amount  of  savings  that  comes  froni  the 
other  entire  group.  That  is  clearly  less  than  some  of  us  envisioned 
if  we  were  to  look  at  each  program  separately. 

Mr.  Miller.  Again,  $40  to  $50  billion  is  a  significant  number. 

Chairman  DOMENICI.  But  there  are  no  reductions  other  than  you 
find  a  base  this  year  and  you  keep  it  there,  so  it  will  not  be  down 
each  year  other  than  by  the  inflation  rate. 

Mr.  Miller.  That  is  correct,  yes. 

Chairman  DOMENICI.  Governor,  I  want  to  ask  you  one  last  ques- 
tion, and  I  may  come  back  for  another  round.  But  let  me  just  talk 
about  medicaid  for  a  minute,  converting  it  into  a  block  grant.  Here 
is  what  I  would  like  to  know:  Should  we  eliminate  the  mandated 
benefits?  Your  answer  is  yes? 

Governor  Engler.  We  would  expect  that  to  go  as  well  as  OBRA 
requirements,  the  Boren  amendment,  and  the  whole — we  have  got 
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to  have  the  flexibility;  otherwise,  in  all  of  these  areas,  if  we  do  not 
get  the  flexibility  back,  what  we  are  talking  about  does  not  work. 

Chairman  DoMENici.  Should  we,  as  you  envision  it,  eliminate  the 
mandated  eligibility? 

Governor  Engler.  Yes. 

Chairman  DOMENICI.  And  should  we  eliminate  the  mandated 
payment  rate,  such  as  the  Boren  amendment?  You  have  testified 
to  that. 

Governor  Engler.  Absolutely. 

Chairman  DOMENICI.  All  right.  So  it  should  be  clear  before  us 
from  one  Governor  with  experience  whose  State  is  well  down  the 
line  in  going  toward  managed  care  or  HMO's  for  medicaid  and  ef- 
fected some  significant  savings  that  you  literally  are  talking  about 
real  flexibility,  and  then  you  will  measure  your  performance  vis-a- 
vis the  population  you  were  supposed  to  have  an  impact  on. 

Governor  Engler.  Exactly.  I  envision  this  as  a  block  grant  that 
is  serving  low-income  people,  and  we  would  set  some  outcomes  that 
everybody  would  sort  of  discuss  and  say,  well,  if  you  do  this,  I  want 
to  know  what  is  going  to  happen  with  this  category  or  sub-category 
of  persons,  and  we  will  give  you  that  data. 

I  will  give  you  an  example.  In  Michigan,  what  we  have  been  able 
to  do  with  the  savings  realized  thus  far,  this  has  not  been  kind  of 
a  game  where  we  have  said,  you  know,  we  are  in  trouble — we  have 
had  tight  budgets,  but  we  have  also  said  that  there  are  needs  that 
we  wish  to  meet.  As  we  have  been  able  to  bring  savings  on  line 
from  managed  care  in  medicaid,  what  we  have  done  to  date  is  ex- 
pand our  coverage  to  what  we  call  the  Healthy  Kids  Initiative,  and 
so  we  took — and  we  now  cover  every  child  up  to  the  age  of — this 
year  it  will  be  17 — in  a  family  that  is  at  or  below  150  percent  of 
poverty.  Now,  that  is  about  80,000  to  90,000  extra  children  that  are 
on  the  Medicaid  System,  but  our  rationale  is  that  if  the  family  is 
coming  out  of  welfare,  we  are  already  providing  for  benefits  for  the 
first  year,  the  full  medicaid  benefit,  and  so  we  want  to  be  able  to 
address  year  two  and  year  three  beyond,  because  we  do  not  want 
somebody  falling  back  into  public  assistance  dependence  after  year 
one,  and  we  also  basically  put  a  floor  under  somebody  who  might 
say,  well,  gee,  I  have  a  medical  need,  I  have  to  become  eligible,  I 
have  to  divest  of  assets  in  order  to  get  eligible.  And  then  on  top 
of  that,  we  have  a  waivered  program  that  allows  us  to  set  up  what 
we  call  a  Caring  Children  Program  that  allows  us  to  provide  some 
health  insurance  benefit  for  families  that  are  above  that  150  per- 
cent up  to  as  much  as  185  percent. 

Now  that  is  not  100  percent  of  that  class,  but  it  is  those  in  that 
class  that  might  have  acute  medical  needs. 

Chairman  DOMENICL  My  last  one — I  said  that  last  one  was  it, 
but  one  more  that  is  just  very  technical.  It  is  a  $2  billion  endeavor 
nationally.  Why  was  LIHEAP  not  included  in  this?  Low-income  en- 
ergy assistance. 

Mr.  Miller.  We  are  looking  at  that  at  this  stage.  One  of  the 
block  grants  that  is  being  looked  at  is  social  services,  and  the  ini- 
tial discussion  we  have  had  through  APWA  that  I  had  just  this 
week  I  believe  would  recommend  that  that  be  included  as  part  of 
that  block  grant. 
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Chairman  DOMENICI.  Thank  you  very  much.  Thank  you,  Gov- 
ernor. 

Senator  Simon? 

Senator  Simon.  Thank  you  for  being  here,  Governor.  I  have  to 
confess  I  have  some  mixed  feeHngs.  I  agree  with  much  of  what  you 
have  to  say,  and  yet  I  also  have  some  experience  in  what  some  peo- 
ple are  calling  mandates.  Let  me  give  you  a  very  practical  example. 
I  was  part  of  creating  what  is  technically  called  Public  Law  94-142. 
It  is  the  law  providing  help  to  States  so  that  all  young  people  with 
disabilities  can  be  educated  by  our  public  schools.  We  did  not  do 
this  because  the  Federal  Government  wsinted  to  grab  some  power. 
We  had  a  lot  of  public  schools  that  said  if  you  are  blind,  if  you  are 
deaf,  if  you  are  in  a  wheelchair,  we  are  not  going  to  help  you. 

The  majority  of  mentally  retarded  in  our  country  were  not  being 
given  any  help  in  our  public  schools,  and  so  when  the  Federal 
courts  said  the  schools  had  to  include  them,  we  passed  this  law  to 
help  States  do  it. 

I  would  be  very  reluctant  to  move  away  from  a  law  that  helps 
States  implement  the  courts'  mandate.  At  the  same  time,  when  you 
pile  up  regulations,  you  know,  there  is  just  no  question  that  we  are 
excessive.  I  had  an  amendment  adopted  about  2  years  ago,  I  be- 
lieve— Pete  Domenici  even  spoke  for  it  in  committee — which  per- 
mitted Indian  reservations  to  consolidate  their  job  training  pro- 
grams. A  year  ago  October  it  went  into  effect.  We  have  nine  or  ten 
Indian  reservations  that  have  done  that,  and  they  ceui  just  waive 
everything  and  just  put  everything  into  one  package.  And,  appar- 
ently— I  have  to  say  I  have  not  seen  any  in-depth  study,  but  appar- 
ently it  is  a  very  successful  program. 

Here,  if  I  may  digress,  getting  rid  of  those  regulations  is  awfully, 
awfully  difficult  from  our  chairs.  The  only  time  I  have  really  been 
successful,  I  had  a  farmer  who  wrote  to  me  about  an  agricultural 
census  form.  He  happened  to  be  a  Harvard  graduate,  and  he  said, 
"I  cannot  understand  the  form."  It  was  a  16-page  form,  and  we  sat 
down  with  agriculture  people  and  census  people.  We  finally  had  a 
16-page  form  reduced  to  4  pages. 

But  I  cannot  go  through  every  one  of  those  packages  like  that. 
And  the  only  other  successful  time  that  I  know — and  this  is  maybe 
not  the  best  way  to  deal  with  it,  but  when  I  was  in  the  House,  Carl 
Perkins  was  the  Chairman  of  the  Committee  on  Education  and 
Labor.  We  just  adopted  a  resolution  calling  on  the  Education  De- 
partment to  reduce  all  the  regulations  by  20  percent.  We  did  not 
tell  them  what  to  do  or  how  to  do  it  or  anj^thing,  and  I  do  not  know 
how  successful  that  was. 

But  there  is  an  excessive  zeal  for  those  of  you  who  may  be  from 
Federal  agencies  here,  there  is  an  excessive  zeal  on  the  part  of  peo- 
ple, not  out  of  malicious  intent,  but  they  want  to  take— let  me  give 
you  a  very  practical  example.  We  passed  Title  IX  in  the  field  of 
education  because  we  had  discrimination  on  the  basis  of  sex.  We 
had  high  school  ag  programs  that  would  not  admit  girls.  We  had 
nursing  programs  that  would  not  admit  boys.  We  had  architectural 
engineering  schools  that  would  not  admit  women.  So  we  passed 
Title  IX  and  said  you  cannot  discriminate  in  the  field  of  education. 

All  of  a  sudden  they  came  out  with  regulations,  and  they  said 
you  cannot  have  mother-daughter  banquets  at  schools,  you  cannot 
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have  father-son  banquets.  Well,  you  know,  it  was  a  good  principle 
that  was  taken  to  an  extreme. 

My  concern,  as  I  look  down  that  list,  for  example,  we  are  not 
doing  an3rwhere  near  what  we  should  be  doing  in  drug  treatment. 
We  are  not  doing  it  now  even  with  a  little  Federal  assistance,  Fed- 
eral mandate.  I  would  hate  to  see  us  do  even  worse.  I  saw  one  of 
those  down  there,  VISTA  Literacy.  That  happens  to  be  my  amend- 
ment, to  establish  the  VISTA  Literacy  Corps.  We  have  23  million 
adult  Americans  who  cannot  read  a  newspaper,  cannot  fill  out  an 
employment  form. 

If  we  just  block  grant,  I  do  not  know  in  Michigan  whether  VISTA 
Literacy  is  going  to  survive,  or  the  VISTA  Program  itself,  which  is 
on  that  list. 

As  you  look  down  300  programs,  I  am  sure  that  probably  200  of 
them  I  could  agree  with  you  on  or  maybe  250.  But  I  £mi  concerned. 
I  would  not  like  to  see  Michigan  or  Illinois  or  New  Mexico  drop 
drug  treatment  programs  or  literacy  programs. 

How  do  I  solve  this  dilemma?  And  in  terms  of  medicaid,  my 
guess  is  we  got  into  medicaid  the  same  way  we  got  into  demanding 
help  for  persons  with  disabilities  in  schools — because  the  States 
were  not  doing  it. 

I  want  to  give  you  flexibility,  but  I  also  want  to  see  a  job  done 
and  I  want  to  protect  people  who  really  need  protection.  That  is  my 
dilemma.  I  want  you  to  solve  my  dilemma. 

Governor  Engler.  Well,  let  me  take  a  shot  at  it.  You  know,  the 
one  law  that  we  probably  cannot  repeal  is  the  law  of  unintended 
consequences  here,  and  you  are  sort  of  asking  a  very  'mportant  set 
of  questions.  I  am  sure  the  Congress,  when  they  passed  the  Reli- 
gious Freedom  Restoration  Act,  did  not  intend  to  create  a  Federal 
right  for  the  Wickins  to  be  organized  in  our  prisons.  You  might  say, 
now,  what  are  Wickins?  Well,  that  is  witches  and  warlocks,  and 
they  are  now  asserting  that  in  Michigan  prisons  they  ought  to  have 
their  dietary  needs  met  and  their  special  situations  recognized.  I 
happen  to  disagree  with  that,  but,  you  know,  that  is  an  unintended 
consequence. 

An  adult  literacy  versus,  say,  the  VISTA  Program,  I  think  if  you 
said  to  us  I  want  to  see  adult  literacy  improved  and  I  want  to  see 
illiteracy  reduced,  and  we  were  able  to  come  back  and  say,  Senator, 
we  have  good  news,  we  have  been  able  to  make  statistically  signifi- 
cant progress,  you  would  not,  I  presume,  say,  well,  that  is  good  but 
in  the  process  of  making  that  gain  the  VISTA  Program  was  folded 
into  something  else  and  you  used  a  different  strategy  and  I  object. 

In  other  words,  I  think  that  what  we  have  done  is  we  have  tried 
to  create  a  lot  of  these  programs  because  the  program  that  we  cre- 
ated just  prior  to  this  did  not  work,  did  not  get  us  where  we  needed 
to  go,  so  we  said,  well,  let's  take  another  shot  at  this.  And  I  think 
perhaps  we  need  to  pull  back  a  little  bit  and  say,  all  right,  what 
is  the  problem?  It  is  the  reduction  of  illiteracy.  And  how  do  we  get 
that  done?  And  which  State  in  the  Nation  is  doing  the  best  job 
today  at  reducing  illiteracy  among  adults?  How  did  they  do  it? 

That  is  the  kind  of  question — I  mean,  I  do  not  think  that  we  ask 
those  questions  necessarily  right  now,  and  we  ought  to,  I  think,  get 
the  National  debate  on  how  did  the  State  of  Illinois  make  tremen- 
dous progress  in  this  area.  And  if  they  did,  then  shouldn't  we  rea- 
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sonably  expect  that  Wisconsin  and  Michigan  make  it  work?  How 
did  Wisconsin  do  something,  and  why  shouldn't  their  neighbors 
come  along? 

When  you  passed  the  special  education  legislation  you  referred 
to,  I  think  94-142,  you  set  out  3  to  21.  In  Michigan,  we  adopted 
a  law  and  said  0  to  26.  We  went  beyond  the  Federal  law.  That  was 
a  decision  made  by  the  Michigan  Legislature  at  the  time. 

I  think  in  the  future  there  is  a  change  perhaps  coming.  I  con- 
gratulate the  Congress  on  the  passage  of  the  unfunded  mandates 
legislation,  because  now  these  new  laws,  as  they  come  forward,  will 
have  to  be  dealt  with,  and  I  think  it  is  going  to  strengthen  the 
partnership  between  Washington  and  the  States  or  the  localities. 

To  assure  you  on  the  questions  you  are  asking  relative  to  this 
bundle  of  social  services  issues,  I  guess  you  tell  me  what  you  want 
me  to  address.  What  are  the  problems?  And  I  think  it  is  we  want 
to  reduce  the  number  of  children  who  live  in  poverty.  I  think  we 
want  to  reduce  teenage  pregnancies.  I  think  we  want  to  reduce  the 
number  of  children  in  this  Nation  who  are  not  immunized.  I  think 
we  want  to  increase  the  number  of  literate  adults  and  increase 
high  school  graduation  rates. 

I  think  those  are  the  measurements,  so  hold  us  up  and  chsdlenge 
that.  I  think  for  Congress — I  mean,  we  do  not  run  the  programs  out 
of  Washington.  We  are  trying  to  run  them  out  of  Michigan,  and 
frankly,  the  help  we  have  gotten  from  Washington  has  not  been 
that  helpful.  So  I  am  saying  we  have  had  40  years  of  trying  it  one 
way.  The  burden  of  proof  is  on  those  who  would  defend  the  current 
system.  I  think  the  momentum  and  the  impetus  for  change  is  with 
those  who  say  I  have  a  better  idea,  and  my  better  idea  is  not  to 
give  me  this  many  changes  in  1994  in  my  Medicaid  Program.  It  is 
to  let  me  be  in  charge,  and  I  will  give  you  a  better  result. 

Senator  SiMON.  I  know  the  red  light  is  on.  So  if  we  give  you  a 
block  grant,  do  we  say  to  you  we  want  specific  results  in — let  me 
just  use  drug  treatment  and  literacy.  Is  that  part  of  the  contract? 
Or  do  you  just  want  this  bundle  of  money  with  no  strings  attached 
whatsoever? 

Governor  Engler.  I  want  you  to  say  to  me.  Governor,  for  40 
years  we  have  tried  it  one  way  £uid  it  has  not  been  very  successful. 
We  have  really  devastated  a  lot  of  our  cities.  We  have  really  seen 
a  lot  of  families  fall  into  disarray  and  break  up.  And  so  clearly 
what  we  have  been  doing  has  not  worked  very  well.  So  I  want  you 
for  the  next  5  years  to  take  charge  of  these  programs.  We  will  give 
you  the  money  without  the  strings,  but  here  are  the  factors  on 
which  we  are  going  to  evaluate  you  at  the  end  of  the  5  years.  We 
want  to  see  what  has  happened  with  whatever  indicators  choose  or 
whatever  we  can  mutually  agree  upon.  But  some  of  the  ones  I  have 
detailed  are  certainly  ones  I  would  suggest  make  sense.  And  I 
would  want  you  to  say  we  are  going  to  watch  very  closely  over  this 
next  period  of  time.  In  fact,  we  are  even  going  to  hold  a  hearing 
every  year  to  kind  of  see  how  you  are  doing  on  these.  And  at  the 
end  of  5  years,  if  you  have  done  a  bad  job,  you  know,  then  we  may 
reconsider  and  say  we  are  going  to  take  this  back  and  Federalize 
it  again. 
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If,  on  the  other  hand,  I  have  done  a  good  job  at  the  end  of  5 
years,  I  would  hope  you  would  say  here's  5  more  years,  you  know, 
keep  making  the  progress  you  have  made. 

Senator  SiMON.  But  with  all  due  respect,  you  have  not  answered 
my  question,  Governor. 

Governor  Engler.  I  want  you  to  evaluate  me  on  the  basis  of  this 
criteria,  but  I  do  not  want  you  to  run  the  program.  I  want  to  run 
the  program,  so  I  want  no  strings. 

Senator  Simon.  I  do  not  want  to  set  out  all  kinds  of  details, 
but 

Governor  Engler.  No  strings. 

Senator  SiMON.  Can  I  say  to  you,  we  want  the  WIC  Program  to 
continue,  we  want  drug  treatment,  we  want  a  literacy  program, 
without  setting  a  lot  of  details? 

Governor  Engler.  Don't  you  want  to  say  to  me,  do  you  want  a 
program  to  make  sure  that  pregnant  women  get  proper  nutrition 
services?  Now,  whether  that  is  a  WIC  Program  or  some  other 
Michigan  program 

Senator  SiMON.  OK.  But  my  point  is.  Can  we  say  to  you  we  want 
pregnant  women  covered  and  we  want  to  have  the  services  there, 
we  want  drug  treatment,  we  want  a  literacy  program?  Am  I  being 
more  specific  than  you  want  me  to  be? 

Governor  Engler.  What  you  are  sajdng  is  fine.  But  if  what  you 
are  saying  then  becomes  a  statutory  provision  and  everybody  then 
assumes  that  I  can  go  to  Federal  court  and  get  some  Federal  judge 
to  say,  by  the  way,  this  is  how  you  run  the  program,  this  is  who 
is  eligible,  this  is  how  much  service  they  have  got,  then  I  am  not 
in  charge. 

I  want  you  to  say  to  me,  Here's  some  money,  it  is  a  block  grant 
for  low-income  persons,  and  we  want  you  to  provide  programs  for 
the  following  priorities:  low-income  women  who  are  pregnant,  low- 
income  persons  who  are  dependent  on — who  need  substance  abuse 
treatment,  low-income  children  who  need  early  education  assist- 
ance. But  don't  tell  me  how  much,  how  many  days,  don't  give  me 
all  these  rules.  In  other  word,  give  me  a  piece  of  paper  with  the 
goals  on,  and  I  will  write  a  program  that  deals  with  those. 

What  I  do  not  want  to  do  and  do  not  need  is  an  HHS  partner 
to  help  us  run  that  program,  because  they  are  not  a  helpful  part- 
ner. They  are  a  harmful  partner. 

Senator  SiMON.  Thank  you.  Governor.  Thank  you,  Mr.  Cheiirman. 

Chairman  DOMENICL  Thank  you.  Senator. 

I  was  just  going  to  comment  on  the  famous  Chairman  Perkins 
from  the  House  Education  Committee.  Obviously  maybe  they  were 
different  times,  but  I  do  not  think  anyone  would  doubt  this  state- 
ment, that  he  is  probably  the  granddaddy  of  all  strings  and  regula- 
tions. More  of  them  came  out  of  his  committee  on  Education  than 
probably  any  other  committee  in  history.  So  it  was  good  that  you 
were  able  to  get  him  to  be  magnanimous  and  reduce  them  by  20 
percent.  The  fact  of  the  matter  is  even  in  education,  which  we  have 
heard  nothing  about,  there  is  no  question  out  there.  We  could  do 
the  broad  categories  you  are  speaking  of,  but  the  strings  that  are 
attached  to  educational  funding,  almost  everybody  in  education  will 
tell  you  that  it  makes  it  more  difficult  and  more  costly.  We  have 
not  heard  about  that  yet,  but  I  think  we  will  in  due  course. 
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Senator  Grassley? 

Senator  Grassley.  Right  along  with  what  you  were  saying,  Mr. 
Chairman,  I  think  the  new  name  of  the  House  Education  and 
Labor  Committee  speaks  better  than  anything  about  how  a  new 
breed  of  poHcymakers  are  looking  at  it.  I  think  it  has  something 
like  training  and  economic  opportunity  or  something  that  has  juris- 
diction over  programs  like  this.  And  I  think  that  is  what  we  are 
talking  about,  giving  people  opportunity,  and  that  is  better  directed 
from  people  who  know  more  about  the  people  within  their  respec- 
tive States. 

I  am  going  to  put  an  opening  statement  in  the  record. 

[The  prepared  statement  of  Senator  Grassley  follows:] 

Opening  Statement  of  Senator  Charles  E.  Grassley 

Mr.  Chairman,  once  again  I  commend  your  leadership  for  this  series  of  hearings 
on  governing  in  the  next  century. 

Again,  I  wish  to  emphasize  that,  even  though  this  is  a  Budget  Committee,  this 
is  much  more  than  just  a  budget  exercise.  This  is  about  ideas  for  reshaping  govern- 
ment; about  knowing  what  government  is  capable  of  doing,  and  at  what  level  of  gov- 
ernment. The  goal  is  clear  to  all  of  us:  We  need  a  smaller,  more  effective  structure. 

It's  not  just  the  goal  that's  clear  to  us  all.  It's  also  clear  where  the  ideas  and  inno- 
vations for  change  are  occurring.  They're  occurring  at  the  State  and  local  levels,  and 
in  our  communities.  They're  occurring  on  the  front  lines.  Not  here  in  Washington. 

And  so  it's  no  mystery  as  to  why  our  distinguished  panel,  today,  would  include 
two  of  the  leaders  in  America  of  "reinventing  government" — that  is,  of  making  gov- 
ernment work.  Governor  Engler  and  Mayor  Goldsmith  are  two  very  good  reasons 
why  we  at  the  Federal  level  should  not  fear  block  granting  and  devolution  as  impor- 
tant solutions  for  change.  We  can  learn  much  from  them  about  how  to  successfully 
make  government  more  effective  and  more  responsive  to  the  needs  of  our  citizens. 

During  this  series  of  hearings,  I  have  mentioned  my  concern  that  the  hardest  part 
of  the  task  we  face  is  not  how  to  restructure.  Rather,  it's  the  resistence  we'll  get 
to  restructuring 

And  I'm  not  just  talking  about  all  the  special  interests  who  have  vested  interests 
in  the  status  quo.  I'm  not  just  talking  about  the  tipping  over  the  rice  bowls.  I'm  also 
talking  about  a  certain  mindset. 

For  example,  yesterday,  when  the  Vice  President  visited  the  House  chamber,  it 
became  very  clear  that,  to  this  Administration,  "reinventing  government"  means  not 
what  we  should  do,  but  how  we  should  do  what  we're  now  doing.  And  that's  simply 
not  going  to  get  the  job  done. 

Let  me  give  another  example.  AmeriCorps.  How  is  it  that  an  Administration, 
which  is  touting  a  "reinventing  government"  model,  can  model  its  most  identifiable 
program — AmeriCorps — after  failed  1960's  programs?  It  has  every  bit  of  the  size  of 
bureaucracy  and  top-down  decision-making  structure  that  we're  all  trying  to  correct. 
In  other  words,  at  the  very  time  we're  targeting  these  dinosauers  for  extinction, 
we're  making  the  same  dinosauers  our  model  of  hope.  I  hope  someone  from  our  dis- 
tinguished panel,  today,  can  help  me  understand  that.  There's  a  certain  mindset 
that  fails  to  come  to  grips  with  the  essential  ingredients  for  effective  change. 

Finally,  let  me  just  concur  with  our  Chairman  in  expressing  a  desire  to  learn 
more  from  our  panel  about  how  we  can  tap  the  resources  of  civic  groups  and  commu- 
nity-based organizations  to  help  meet  community  needs.  Because  AmeriCorps  isn't 
the  answer.  It's  well-intended.  But  it's  not  going  to  get  the  job  done. 

Mr.  Chairman,  I  look  forward  to  the  testimony  today,  and  again  I  commend  your 
leadership  for  continuing  this  series  of  hearings. 

Senator  Grassley.  I  did  want  to  compliment  you  and  Mayor 
Goldsmith,  because  I  think  you  are  two  very  good  exsmiples  for  this 
committee  to  bring  before  us  about  new  approaches  to  governing. 
And  I  think  even  though  you  did  not  maybe  invent  the  word 
"reinventing  government"  because  other  people  did,  but  I  think  you 
are  a  good  example  of  reinventing  government,  and  there  are  two 
very  good  reasons  why  we  at  the  Federal  level  should  not  fear 
block  grants  and  we  should  not  fear  moving  Washington  to  the 


33 

States,  or  the  word  devolution  as  they  use  in  this  town,  both  of 
these  as  very  important  solutions  for  chginge. 

I  have  seen  you  before  lots  of  committees  on  C-SPAN,  and  I 
think  you  make  our  job  here  in  Washington,  D.C.,  much  easier,  be- 
cause I  think  you  build  a  great  deal  of  confidence  that  States  and 
their  leaders  can  have  the  same  sensitivity  towards  people's  prob- 
lems and  a  willingness  to  try  new  things  to  solve  those.  And  so  I 
want  to  compliment  you  on  what  I  think  is  are  making  our  job  a 
little  bit  easier. 

During  this  series  of  hearings,  I  have  mentioned  my  concern  that 
the  hardest  part  of  the  task  that  we  face  is  not  how  to  restructure; 
rather,  it  is  the  resistance  that  we  will  get  in  this  town  to  the  re- 
structuring. And  I  am  not  just  talking  about  all  the  special  inter- 
ests who  have  vested  interest  in  the  status  quo.  I  am  not  just  talk- 
ing about  the  tipping  over  of  the  rice  bowls.  I  Eun  also  talking  about 
a  certain  mind-set  that  is  in  this  town. 

For  example,  yesterday  when  the  Vice  President  visited  in  the 
House  chambers  and  he  was  given  the  podium  by  the  new  speaker, 
it  became  very  clear  from  the  Vice  President  that  to  this  Adminis- 
tration the  term  "reinventing  government"  means  not  what  we 
should  do,  but  how  we  should  do  what  we  are  now  doing  in  this 
town.  And  that  is  simply  not  going  to  get  the  job  done.  And  I  do 
not  say  that  to  berate  the  Vice  President,  because  I  have  given 
three  long  speeches  on  the  Senate  floor  supporting  his  efforts  to- 
wards reinventing  government.  But  I  am  supporting  him  on  the 
initiative,  and  I  guess  what  I  am  sajdng  now  is  I  do  not  think  we 
are  going  far  enough  because  it  is  just  how  do  you  stir  the  pot  and 
rearrange  the  pot  of  what  this  town  is  doing  rather  than  what  it 
ought  to  be  doing. 

I  would  like  to  give  you  another  example,  and  this  is  something 
I  am  going  to  lead  to  a  question  on.  For  instsmce,  the  example 
would  be  AmeriCorps.  How  is  it  that  the  Administration,  which  is 
touting  a  reinventing  government  model,  can  model  its  most  identi- 
fiable program,  AmeriCorps,  after  a  failed  1960's  program?  It  has 
every  bit  of  the  size  of  the  bureaucracy,  a  top-down  decision-mak- 
ing structure  that  we  are  all  trying  to  correct. 

In  other  words,  at  the  very  time  that  we  are  targeting  dinosaurs 
for  extinction  in  this  town,  we  are  making  the  same  dinosaurs  our 
model  of  hope.  I  hope  that  someone  from  our  distinguished  panel, 
including  yourself.  Governor,  can  help  me  understand  where  they 
are  coming  from. 

I  would  like  to  ask  you  if  you  are  familiar  with  the  AmeriCorps 
Program,  and  I  would  like  to  have  you  comment  on  its  effectiveness 
in  terms  of  structure,  objective,  just  how  necessary  it  is,  and  I 
would  like  to  know  if  you  think  it  is  a  good  idea  to  pay  for  vol- 
unteering and  what  kind  of  message  that  sends.  And  are  there  al- 
ternative ways  to  meet  the  same  objective  by  using  non-govern- 
ment, community-based  organizations,  maybe  instead  of  a  bureau- 
cratic initiative  here  in  town? 

Governor  Engler.  Mr.  Chairman,  I  am  familiar  with  the  pro- 
gram. In  Michigan,  we  have  the  Michigan  Community  Service 
Commission,  which  is  chaired  by  the  First  Lady,  and  it  was  in  ex- 
istence from  the  first  days  of  our  administration  and  prior  to  the 
passage  of  AmeriCorps  legislation  by  Congress.  It  is  a  bit  of  an 
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oxymoron  to  have  a  paid  volunteer,  but  I  think  that  if  one  looks 
at  the  cost,  we  are  participating  in  the  AmeriCorps  Program  be- 
cause it  is  there  and  we  have  passed  that  along  to  local  commu- 
nities and  local  programs. 

Is  it  the  most  effective  way  to  encourage  volunteers?  I  think 
there  is  a  Michigan  strategy  that  was  underway  under  the  leader- 
ship of  former  Governor  George  Romney  that  has  been  remarkably 
successful,  and  it  was  premised  on  the  idea  of  making  sure  that  in 
every  community  there  was  an  opportunity  to  have  access  to  a  vol- 
unteer action  center.  And  we  had  been  working  on  setting  those  up. 
Again,  as  the  name  implies,  they  were  volunteer  action  centers 
where  people  came  to  volunteer,  to  give  of  their  time  freely  without 
being  paid.  And  we  have  used  those  centers  in  communities  where 
they  do  exist  to  help  social  services  clients  fulfill  their  social  con- 
tract responsibilities  because  that  is  sort  of  the  third  leg  of  what 
we  are  saying.  If  you  do  not  work  and  you  are  not  in  a  training 
program  preparing  to  go  to  work,  then  at  a  minimum  you  have  to 
be  a  volunteer. 

I  guess  that  is  compulsory  volunteerism,  but  it  is  not  paid  vol- 
unteerism.  And  what  we  are  saying  there  is  that  everybody  can  do 
something,  and  we  have  many,  many  tasks  that  can  be  under- 
taken. 

The  AmeriCorps  Program,  I  am  not  prepared  to  give  you  an  eval- 
uation. It  is  simply  too  new.  I  am  aware  of  the  costs.  I  think  that 
there  are — and  I  also  recall  that  President  Bush  had  the  Thousand 
Points  of  Light  Program,  which  was  a  recognition  program  for 
purely  voluntary  action  that  was  taking  place  across  America.  I 
leave  it  to  Congress  to  evaluate  it.  I  treat  it  as  a  Federal  program 
and  have  not,  frankly,  spent  a  lot  of  time  on  it. 

Senator  Grassley.  Well,  if  your  State  has  an  initiative  of  vol- 
unteerism and  the  promotion  of  it  on  its  own  initiative,  isn't  the 
Federal  program  somewhat  duplicative  of  the  effort  of  your  State? 

Governor  Engler.  That  would  not  be  the  first  Federal  program 
that  was  somewhat  duplicative  of  what  is  already  happening  at  the 
State  level. 

Senator  Grassley.  On  another  subject — and  you  probably  know 
that  I  have  introduced  a  welfare  reform  bill  that  would,  I  think,  do 
some  of  the  things  that  you  want  done  in  the  sense  of  setting  na- 
tional goals  and  not  dictating  to  you  how  to  do  them,  and  then 
block  granting  the  money  to  accomplish  that.  The  most  often  voiced 
concern  that  I  get  from  State  legislators  is  that  they  are  overbur- 
dened with  regulation  to  run  these  welfare  programs,  and  I  guess 
you  could  not  have  made  it  any  more  clear  tnan  you  did  with  your 
regulation  code  there  that  you  get  from  the  Federal  Government. 

What  are  your  concerns  with  the  Federal  Government  giving  you 
the  freedom  along  with  the  responsibility  to  address  the  social 
needs  of  your  State,  and  particularly  by  capping  and  by  block 
granting  the  funds  directly  to  the  State?  And  I  would  like  to  have 
you  keep  in  mind  before  you  answer  that  that  the  most  vocal  criti- 
cism of  block  grants  is  that  the  States  will  not  meet  the  needs  of 
its  residents  or  at  least  will  not  presumably  do  it  as  well  as  the 
Federal  Government  has  met  those  needs? 

Governor  Engler.  Well,  the  Federal  Government  has  set  up  a 
program  which  is  not  really  a  national  welfare  system  to  start 
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with.  It  already  allows  for  dramatic  differences  between  the  States 
in  the  amount  of  cash  assistance  granted  to  families.  I  think  the 
range  is  somewhere  from  $120  for  a  family  of  three  in  the  State 
that  pays  the  smallest  allotment  to  $950  in  the  State  that  pays  the 
largest.  So  the  program  is  different. 

Under  medicaid,  similar  results  could  be  seen  when  one  looks  at 
the  medicaid  benefit  and  the  optional  services  that  are  allowed, 
and  many  States  have  selected  one,  several  or  all  of  the  optional 
benefits.  So  we  have  very  dramatic  differences  at  the  present  time 
among  the  States. 

I  think  that  that  realization  sometimes  is  overlooked.  There  is  a 
discussion  about  a  national  welfare  system  that  would  sort  of  imply 
that  we  have  carefully  studied  this  and  have  put  in  place  a  mini- 
mum benefit  across  the  Nation.  We  have  not  done  that.  We  really 
have  entrusted  the  States  to  run  the  program  as  they  have  chosen 
to  run  them,  and  I  am  not  familiar  with  the  Federal  accountability 
studies  that  may  have  been  done  in  the  last  couple  of  decades  that 
have  evaluated  how  well  State  A  or  B  or  C  has  done  in  relationship 
to  other  States. 

So  that  being  the  case,  I  am  saying  that  this  Federal  system 
would  work  much  better  if  we  simply  took  that  system  and  turned 
over  the  rulemaking  and  the  program  definition,  the  eligibility  cri- 
teria to  the  States.  I  think  we  could  move  much  faster.  We  tend 
to  be  in  the  mid  range  in  terms  of  a  benefit  of  some  $459  for  a  fam- 
ily of  three,  our  average  monthly  benefit.  But  having  made  that  de- 
cision, we  could  do  a  better  job  for  that  family  and  we  could  be, 
most  importantly,  more  certain  that  that  family  would  move  off  de- 
pendency if  we  were  given  the  chance  to  fully  integrate  all  these 
services. 

I  see  nothing  wrong  with  saying  to  a  family  who  is  on  public  as- 
sistance such  things  as  your  children  must  be  in  school.  Now,  we 
can  do  that  if  we  get  a  Federal  waiver.  I  see  nothing  wrong  with 
saying  if  you  are  a  substance  abuser  you  must  get  treatment. 

There  are  these  kinds  of  opportunities  to  try  to  deal  with  prob- 
lems if  we  could  integrate.  And  I  will  concede  you  will  hear  from 
HHS  officials,  well,  the  State  can  get  a  waiver  to  do  that.  But  why 
should  the  States  have  to  come  and  get  waivers? 

Senator  Grassley.  Well,  it  takes  months  to  get  a  waiver. 

Governor  Engler.  Literally  years.  We  have  not  done  it  in  under 
a  year.  When  we  start  in  our  State,  we  spend  several  months  try- 
ing to  get  ready  and  then  several  months — under  the  best-case  sce- 
nario, I  think  we  got  one  done  in  7  months,  the  last  one.  The  first 
one  was  IV2  years. 

Senator  Grassley.  Governor,  I  believe  I  will  have  to  draw  this 
to  a  close.  I  think  everybody  has  asked  questions. 

We  want  to  thank  you  very  much  and,  most  importantly,  encour- 
age you  to  keep  up  your  leadership,  and  most  often  for  your  will- 
ingness to  be  outspoken  and  to  continue  that  up  as  well. 

Governor  Engler.  Thank  you,  Mr.  Chairman. 

Senator  Grassley.  Our  next  panel  is  going  to  be  led  off  by  the 
distinguished  mayor  of  the  city  of  Indianapolis,  the  Honorable  Ste- 
phen Goldsmith.  We  will  also  ask  to  come  at  the  same  time  Mr. 
Clint  Bolick,  vice  president  and  director  of  litigation  at  the  Insti- 
tute for  Justice. 
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Mayor  Goldsmith,  would  you  proceed,  please? 

STATEMENT  OF  STEPHEN  GOLDSMITH,  MAYOR, 
INDIANAPOLIS,  INDIANA 

Mr.  Goldsmith.  Thank  you.  Senator. 

Let  me  thank  the  committee  for  inviting  me  to  discuss  briefly  the 
situation  that  faces  cities  today  and  the  wonderful  opportunity  pre- 
sented by  the  willingness  of  Congress  to  rethink  these  issues  which 
repress  innovation  at  the  State  and  local  level. 

There  is  a  C.S.  Lewis  quotation  that  says  we  all  want  progress, 
but  if  you  are  walking  down  the  wrong  road,  progress  means  you 
do  a  U-turn  and  then  walk  back  down  the  right  road.  And  we  have 
an  opportunity  to  do  that  today  as  we  rethink  the  road  to  categor- 
ical grants  and  mandates  and  regulations. 

My  message  really  is  fairly  simple.  Maybe  the  execution  of  it  is 
a  little  bit  complicated,  but  I  hope  the  message  is  simple.  We  need 
to  create  wealth  in  our  urban  areas.  There  is  not  enough  money 
left,  either  ours  or  yours,  to  continue  to  redistribute  it  to  solve  the 
problems  that  afflict  our  urban  cores.  And  the  way  to  create  wealth 
is  through  the  marketplace,  not  through  government.  It  is  to  use 
the  market  and  not  to  use  mandates.  And  so  as  we  address  the 
issue  before  the  committee  today,  let  me  suggest  we  think  about 
ways  to  use  tax  policy,  not  programs,  to  stimulate  urban  areas  and 
our  economy.  And  if  we  have  to  have  programs,  the  closer  we  have 
the  programs  to  those  who  are  making  the  decisions,  the  more  like- 
ly we  are  to  have  value  created  from  the  dollars  spent. 

Now,  I  know  this  is  essentially  a  hearing  about  categorical 
grants  and  how  to  make  those  more  flexible.  Let  me  start  first  by 
saying  that,  in  my  opinion,  the  most  effective  way  to  deliver  value 
to  our  urban  areas  is  through  tax  policy,  not  grant  policy. 

For  example,  and  just  briefly,  all  of  our  urban  cores — and  Indian- 
apolis is  the  12th  largest  city  in  the  country — are  surrounded  by 
suburban  areas  where  crime  is  less,  schools  often  are  better,  taxes 
are  generally  less,  and  where  people  with  money  most  often  move. 
And  so  we  are  in  a  fight  to  keep  people  and  wealth  in  our  cities, 
and  what  we  need  in  our  cities  are  people  and  wealth,  not  pro- 
grams. 

A  Federal  tax  advantage,  for  example,  as  contrasted  to  a  grant 
at  all,  would  have  four  or  five  substantial  benefits.  First,  it  would 
address  the  fundamental  problem  facing  our  cities,  which  is  the 
flight  of  wealth.  A  tax  incentive  would  apply  a  tourniquet  to  the 
disinvestment  we  are  suffering. 

Second,  tax  credits,  tax  advantages,  allocate  dollars  much  more 
efficiently  than  any  grant  program  at  all.  A  tax  advantage  instead 
of  a  government  grant  allows  you  to  eliminate  layers  of  overhead. 
You  could  literally  clear  out  Federal  and  State  office  buildings  and 
really  make  government  substantially  smaller. 

Third,  a  tax  credit  allows  private  dollars  to  be  leveraged.  Basi- 
cally what  we  are  doing  is  allowing  the  private  marketplace  to 
work.  Local  governments  would  be  free  to  design  local  solutions 
that  work. 

Fourth,  tax  credits,  tax  advantages,  target  aid  better.  And  I 
think  maybe  this  is  a  common  theme  both  in  terms  of 

Senator  Grassley.  What  is  your  fourth  point? 
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Mr,  Goldsmith.  Sir,  that  they  target  aid  better,  that  they  create 
value  more  efficiently,  that  the  marketplace  differentiates  in  a 
more  specialized  and  tailored  way  than  top-down  grants,  because 
money  generally  today  goes  to  the  best  grant  writers,  not  to  nec- 
essarily the  areas  where  they  create  the  most  value. 

Just  as  an  example,  sir,  let's  talk  about  the  environment,  where 
the  Federal  Government  has  this  strange  idea  that  if  they  mandate 
urban  cores  to  clean  up  their  industrial  commercial  sites,  somehow 
they  will  create  clean  sites.  Really  what  they  do  is  they  set  stand- 
ards so  high  that  nobody  can  use  those  sites  at  all.  They  remsiin 
contaminated,  quarantined  urban  cores. 

A  tax  advantage  for  people  who  clean  up  urban  sites  as  con- 
trasted to  either  a  mandate  or  a  grant  progrgim  would  cause  valu- 
able property  to  be  put  back  on  the  property  tax  rolls. 

Now,  this  is  not  a  discussion  about  how  that  could  be  done, 
whether  it  would  be  a  flat  tax  or  a  payroll  tax  or  whatever,  but  I 
think  the  Senate  has  experience.  It  has  when  it  reauthorized  the 
low-income  housing  tax  credit.  It  much  more  efficiently  produced 
low-income  housing  in  our  urban  cores  than  the  Federal  HUD  pro- 
grams that  exist.  The  same  could  be  true  with  a  job  training  tax 
credit  as  contrasted  to  many  of  our  failed  job  training  programs 
and  on  and  on. 

Now,  if,  however,  we  are  left  with  grants,  then  obviously  the  best 
way  to  do  the  grants  is  to  lump  them  together,  make  them  more 
broad.  You  could  even  reduce  the  amount  of  grants  if  we  were  freed 
up.  Solutions  that  are  closest  to  the  customer  tend  to  be  the  most 
efficient. 

Let  me  think  just  for  a  few  minutes,  and  not  longer,  on  how  this 
might  look.  The  current  categorical  grant  program  really  puts  ev- 
eryone in  kind  of  a  game-playing  atmosphere  where  they  tailor 
their  local  needs  based  on  where  the  Federal  money  is.  That  essen- 
tially hinders  local  creative  solutions. 

For  example,  when  I  got  elected,  we  had  a  low-income  housing 
area  called  Hometown  in  Indianapolis,  Indiana,  It  should  have 
been  called  Crack  Town  because  nobody  would  live  there  except  the 
crack  dealers,  and  the  people  who  were  in  the  process  of  moving 
out,  the  decent  citizens,  who  were  poor  folks,  said  just  give  me  a 
voucher,  I  want  to  get  out  of  this  place.  We  wanted  to  tear  down 
the  dilapidated  buildings. 

Secretary  Cisneros  was  very  helpful,  personally  involved,  and  fi- 
nally after  about  2  months  of  teeth-gnashing  says  the  law  will  not 
let  us  voucher  these  residents  out  and  will  not  allow  you  to  tear 
down  these  buildings,  you  have  to  keep  them  in  place. 

So  2  years  later,  the  same  buildings,  the  same  crack  dealers.  The 
only  people  who  were  really  hurt  were  the  folks  in  the  neighbor- 
hood and  the  decent  citizens  who  were  trying  to  make  a  decent 
place  for  their  family. 

If  we  had  more  creative  local  block  grants,  we  would  not  be  stuck 
with  the  many  categorical  programs  and  their  restrictions. 

Another  example:  Just  yesterday  I  had  a  group  of  people  around 
a  table  in  Indianapolis  talking  about  urban  areas.  Many  of  the  old 
retail  sections  are  deteriorated,  and  those  old  retail  cores  are  pretty 
important  focal  points  of  neighborhood  vitality.  So  we  want  to  have 
a  program  that  says  let's  let  community  development  corporations, 
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neighborhood-based  groups,  small  business  folks,  re-create  the 
sense  of  vitality  in  those  commercial  cores.  So  one  person  said, 
well,  let's  use  CDBG  dollars.  I  said  that  sounds  like  a  great  use, 
because  we  could  leverage  those  dollars  for  private  dollars.  Another 
person  said,  wait  a  minute,  if  you  do  that,  then  you  realize  we  can- 
not employ  any  of  the  under-employed  folks  in  that  neighborhood, 
because  the  Davis-Bacon  Act  requires  us  to  pay  prevEuling  wage, 
which  means  if  we  use  the  CDBG  dollars,  we  cannot  really  create 
a  neighborhood  employment  program  around  these  neighborhood 
facades. 

Well,  the  point  is,  as  you  look  at  the  grant  programs,  it  is  not 
just  that  there  are  300  or  400  of  them.  It  is  that  there  is  a  set  of 
mandated  requirements  on  how  those  dollars  be  used  that  inflates 
the  cost  of  using  those  very  dollars  and  decreases  the  value  that 
they  add. 

Just  a  couple  more  examples  quickly.  When  I  got  elected,  we  had 
one  of  the  worst  urban  mass  transit  systems  in  the  United  States, 
the  best  I  could  tell:  high  cost,  low  ridership.  Folks  who  were  poor 
could  not  get  to  their  jobs,  and  everything  was  wrong  with  the  sys- 
tem you  wanted. 

I  had  this  great  idea,  because  I  am  committed  to  economic  oppor- 
tunity for  my  poorer  citizens  and  open  opportunity  for  all  my  citi- 
zens. I  said  let's  just  blow  the  thing  up  and  we  will  have  a  series 
of  minority  and  women  small  business  routes,  and  I  will  franchise 
the  routes,  and  we  will  create  small  vans,  and  people  will  be  cus- 
tomer-friendly, have  a  lot  of  new  businesses,  and  we  can  get  poor 
folks  to  their  jobs. 

Somebody  said,  wait  a  minute,  wait  a  minute,  don't  you  regdize 
that  the  Congress  of  the  United  States  says  that  if  you  compete  out 
your  transit  system,  every  existing  employee  gets  6  years  of  full 
salary  and  full  benefits  if  they  are  disadvantaged  as  a  result  of  the 
competition.  So  3  years  later,  where  are  we?  We  have  no  minority 
routes;  we  have  no  competitive  routes.  We  have  the  same  big 
buses.  We  have  the  same  under-employed  folks  who  cannot  get  to 
their  jobs.  Yet  we  have  a  mandated  system  that  says  you  are  giving 
me  money  to  operate  my  transit  system,  and  then  you  are  making 
sure  that  I  use  it  inefficiently. 

So  if  we  could  have  flexibility  in  the  way  you  grant  the  dollars, 
we  could  actually  operate  with  fewer  dollars  and  create  more  value. 
And  there  are  endless  examples  of  that. 

All  of  the  talk  about  the  last  crime  bill,  I  was  a  district  attorney 
for  12  years.  The  Congress  of  the  United  States  took  away  more 
police  officers  with  the  Fair  Labor  Standards  Act's  application  to 
cities  than  it  added  with  last  year's  crime  bill.  More  officers,  less 
hours  on  my  streets  as  a  result  of  the  Fair  Labor  Standards  Act 
than  were  added  back  with  the  billions  that  were  allocated  and  ap- 
propriated last  year. 

So,  essentially,  if  we  have  generalized  money  and  fewer  man- 
dates, we  can  make  more  effective  use  of  it. 

Finally,  I  would  suggest.  Senator — and  Governor  Engler  covered 
this — if  you  would  reward  results  and  not  reimburse  expenses,  the 
Federal  Government  could  save  a  substantial  amount  of  money. 
Let  me  just  give  an  example  of  that. 
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I  invited  America  Works  into  my  community  to  do  job  training 
for  people  who  are  unemployed  or  under-employed.  And  we  pay 
them  only  if  they  take  a  person  off  of  welfare,  train  that  person, 
put  that  person  in  the  private  marketplace  for  6  months.  Then  we 
pay  America  Works.  So  I  brought  them  in.  Everybody  got  in  a  big 
argument  about  whether  there  is  a  place  for  them,  but  they  started 
to  work.  I  called  back  2  months  later.  And  I  said,  well,  how  are 
things  going?  They  said,  well,  they  are  not  going  real  well.  And  I 
said,  what's  the  problem?  I  have  a  lot  of  political  capital  involved 
in  this.  And  they  said,  well,  we  have  got  a  lot  of  employers  who 
want  our  employees,  but  we  cannot  get  the  welfare  department  to 
send  us  anybody  who  is  on  welfare  for  one  of  these  jobs. 

So  I  went  over  and  worked  in  the  welfare  department  for  an 
afternoon,  at  the  point  where  people  apply  for  welfare  benefits.  And 
the  people  in  that  system  are  not  bad  folks  on  the  government  side 
of  the  desk.  But  how  are  they  paid?  They  are  paid  on  the  basis  of 
how  many  checks  they  put  out.  They  are  paid  on  the  basis  of  how 
many  errors  they  make.  And  the  more  inefficient  they  are,  the 
more  the  Federal  Government  reimburses  them.  The  more  they 
spend,  the  higher  their  reimbursement. 

So  we  have  a  system  that  is  not  at  all  performance-related.  In 
fact,  it  incentivizes  exactly  the  opposite  of  what  we  want  to  accom- 
plish. 

When  I  was  a  district  attorney,  we  collected  child  support.  Our 
child  support  collections  went  from  $900,000  a  year  to  $38  million 
a  year.  This  is  one  of  the  few  Federal  programs  where  there  is  an 
incentive  for  performance,  where  we  get  a  6  to  9  percent  reward 
for  the  dollars  we  collect.  But  at  the  same  time,  the  Congress  reim- 
burses us  66  percent  of  every  dollar  we  spent,  no  matter  how  ineffi- 
ciently a  child  support  program  works. 

Well,  the  point  is,  if  as  you  generalize  the  grgint  programs  you 
ask  us  to  be  responsible  for  performance  and  you  reward  perform- 
ance, we  will  get  much  more  value  out  of  every  dollar  spent,  and 
we  could  actually  spend  fewer  dollars  and  produce  more  results  for 
people  in  our  cities. 

I  guess  my  point,  Senator,  is  that  we  need  to  find  ways  to  make 
the  marketplace  work.  The  marketplace  works  because  it  individ- 
ualizes responses.  It  is  not  that  the  Federal  Government  is  bad.  It 
is  that  it  is  too  remote.  State  government  is  too  remote.  City  gov- 
ernment is  too  remote.  The  thing  that  works  best  is  the  market- 
place. And  to  the  extent  that  we  can  tinker  with  the  marketplace 
to  allow  it  to  overcome  the  obstacles  that  urban  cores  face,  then  we 
will  create  more  value  and  more  opportunity. 

Finally,  as  we  think  about  generalizing  grants,  I  think  what  the 
Senate  has  done  with  Senate  bill  1  is  excellent.  I  would  also  sug- 
gest that  if  we  take  an  extra  step  and  start  undoing  the  existing 
mandates,  you  could  simultaneously  undo  the  mandates  and  reduce 
our  dollars  and  produce  more  opportunity  and  advantage  for  the 
citizens  not  only  in  Indianapolis,  but  the  United  States. 

Thank  you  very  much. 

[The  prepared  statement  of  Mr.  Goldsmith  follows:] 

Prepared  Statement  of  Mayor  Stephen  Goldsmith 
Mr.  Chairman: 
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Thank  you  for  inviting  me  to  comment  on  the  importance  of  returning  control  of 
Federal  block  grant  programs  to  the  States  and  local  governments.  This  issue  is 
vital  to  me  and,  indeed,  to  all  mayors  because  the  absence  of  local  control  over  pro- 
grams directed  to  cities  cripples  our  ability  to  deal  with  uniquely  local  problems  in 
uniquely  local  ways. 

C.  S.  Lewis  reminds  us,  "We  all  want  progress,  but  if  you're  on  the  wrong  road, 
process  means  doing  an  about-turn  and  walking  back  to  the  right  road." 

Its  time  for  Washington  to  do  an  "about-turn"  on  its  urban  policy.  Congress 
should  return  to  the  spirit  of  the  10th  amendment,  devolve  programs  to  the  States 
and  cities,  and  restore  a  sensible  balance  between  the  Federal  Government  and  the 
rest  of  America. 

The  question  you  ask  today  is  whether  cities  can  get  by  with  fewer  Federal  funds. 
Yes,  they  can.  But  if  Congress  simply  takes  away  funding  that  it  has  provided  for 
years  and  to  which  we  have  become  addicted,  will  cities  fail?  Yes,  they  will.  But  the 
good  news  is  that  Congress  can  reduce  our  funding  and  we  will  succeed — if  grants 
are  replaced  with  market-based  incentives  to  help  rebuild  the  free  market  in  cities. 

Congress  should  recognize  that  the  marketplace  in  which  cities  operate  has 
changed.  No  longer  do  major  cities  compete  against  each  other  for  businesses  and 
home  owners.  We  compete  against  our  suburbs,  and  we  start  out  at  a  substantial 
disadvantage.  Suburbs  have  lower  taxes,  less  crime,  and  better  schools.  As  a  result, 
wealth  and  jobs  are  rapidly  flowing  out  of  our  cities,  leaving  pockets  of  poverty  be- 
hind. Not  only  has  the  Federal  Government  failed  to  address  this  fundamental  im- 
balance, but  it  has  actively  increased  the  forces  pushing  wealth  out  of  the  cities. 

Cities  are  surviving,  and  some  of  us  are  even  thrivmg.  In  my  city,  Indianapolis, 
we  have  added  15,000  jobs  to  our  economy  over  the  last  3  years.  The  most  recent 
unemployment  figures  show  us  at  4.1  precent — almost  as  close  to  full  employment 
as  a  major  city  can  get. 

Yet  our  cities  are  surviving  not  because  of  the  Federal  Government,  but  in  spite 
of  it.  Federal  grant  programs  distort  the  way  that  we  give  attention  to  and  even 
think  about  our  problems.  Other  Federal  programs  and  activities  inhibit  the  free 
marketplace  in  cities. 

Don't  misunderstand.  Ultimately,  cities  cannot  succeed  without  your  help.  But, 
frankly,  Washington  has  been  our  problem  much  more  often  than  it  has  been  our 
partner  in  attacking  urban  problems. 

Here  is  how  to  fashion  an  urban  agenda  that  calls  for  reduced  Federal  spending, 
helps  cities,  and  acts  in  accordance  with  the  clear  will  of  the  people  for  smaller  gov- 
ernment: 

First,  replace  the  Federal  Urban  Grant  Program  with  tax  incentives  for  urban  in- 
vestment, nome  ownership,  and  environmental  clean-up.  Urban  grants  are  an  ineffi- 
cient way  to  help  cities.  Their  primary  result  is  to  create  an  urban  grant-writing 
bureaucracy  and  State  and  Federal  bureaucracies  to  oversee  the  grants.  Instead 
Congress  should  create  a  Federal  tax  advantage  for  families  and  businesses  to  locate 
and  invest  in  cities. 

Second,  if  Congress  decides  not  to  be  this  ambitious,  make  grants  more  flexible 
and  move  most  decision  making  back  to  States  and  municipalities.  We  at  the  local 
level  are  in  a  far  better  position  to  see  and  deal  with  our  problems  than  Washington 
is. 

REPLACE  URBAN  GRANTS  WITH  TAX  INCENTIVES 

Let  me  begin  by  saying  that  I  hate  Federal  programs.  I  say  this  dispite  the  fact 
that  I  have  a  full-time  lobbyist  and  grants  department.  W  have  been  relatively  suc- 
cessful. But,  we  should  be  much  better  off  under  a  different  approach. 

I  need  people  in  my  city  not  programs.  I  would  gladly  forfeit  all  funds  from  the 
major  urban  programs  in  return  for  a  Federal  tax  advantage  over  the  surrounding 
area.  If  distressed  cities  of  the  Nation  were  tax  havens,  higher  income  taxpayers 
would  flock  to  the  cities.  We  know  that  people  will  do  almost  an3rthing  to  avoid  Fed- 
eral taxes.  Given  a  slight  advantage,  I  would  see  my  tax  roles  rise  to  a  level  where 
we  could  meet  our  needs  without  the  Federal  Government.  This  would  help  redress 
the  anti-urban  policies  of  the  past  40  years. 

This  tax  advantage  could  be  structured  in  numerous  ways.  The  most  dramatic 
would  be  reducing  the  Federal  tax  rate  for  city  residents.  This  would  be  particularly 
simple  to  accomplish  if  a  flat  tax  is  established. 

As  the  well-respected  business  journal  in  my  city  recently  editorialized, 

I A  Federal  tax  break  for  residents  of  cities!  is  an  idea  that  could  reduce  the 
cost  of  assisting  cities  by  reducing  the  Federal  bureaucracy,  while  at  the 
same  time  giving  businesses  and  families  incentives  to  return  to  the  cities' 
cores.  More  people  and  more  commerce  would  mean  more  tax  revenues, 
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thus  offsetting  the  lost  CTant  money.  And,  perhaps  more  importantly,  such 
boosts  in  population  andf  activities  could  help  stem  suburban  flight  and  the 
risk  that  cities  become  cores  of  poverty  ringed  by  aflluent  suburbs.  It  would 
mean  restoring  the  financial  health  of  cities. 
If  an  across-the-board  tax  advantage  is  too  ambitious,  consider  a  bonus  provision 
for  the  planned  capital  gains  tax  reduction  to  reward  investment  in  cities.  Or,  even 
better,  reduce  the  payroll  tax  for  companies  that  locate  in  urban  areas. 

Using  tax  policy  instead  of  grants  to  allocate  assistance  to  cities  would  have  the 
added  benefit  of  eliminating  the  overhead  of  Federal  and  State  bureaucracies. 

TAX  INCKNTIVKS  COULD  HKI,F'  CITIKS  IN  ANOTHER  CRITICAL  WAY 

No  Federal  agency  gives  less  thought  to  the  unintended  side  effects  of  its  actions 
than  does  the  Environmental  Protection  Agency.  When  the  EPA  imposes  draconian 
clean-up  standards,  it  effectively  quarantines  urban  sites.  EPA  almost  never  uses 
a  cost-benefit  approach.  Consequently,  no  company  will  build  and  no  bank  will  lend 
on  a  property  with  even  a  hint  of  contamination — not  for  fear  of  the  environmental 
hazard,  but  for  fear  of  EPA  lawyers.  Rather  than  invest  in  clean-up,  businesses  and 
investors  find  it  much  easier  to  leave  our  cities.  Our  tax  base  shrinks,  the  urban 
sites  never  get  cleaned  up,  and  the  urban  poor  lose  access  to  good  jobs. 

Use  Superfund  to  pay  for  environmental  clean-up,  not  lawyers.  Use  tax  policy  and 
government  guarantees  to  encourage  companies  to  clean  up  and  reuse  urban  sites. 
You  will  show  that  conservatives  can  have  a  working  approach  to  urban  environ- 
mental problems,  and  you  will  create  hundreds  of  thousands  of  jobs  in  cities  at  the 
same  time. 

If  Congress  must  use  grants,  it  can  reduce  their  amounts  if  it  increases  their  flexi- 
bility. 

The  bizzarre  process  of  navigating  the  Federal  bureaucracy  for  grant  money  cre- 
ates crazy  side  effects. 

First,  Federal  dollars  end  up  going  to  the  cities  with  the  most  clever  grant  writ- 
ers, not  to  the  cities  with  the  most  pressing  needs. 

Second,  Federal  assistance  drives  local  strategies,  as  local  governments  tailor 
their  solutions  and  even  their  view  of  the  problems  to  maximize  their  ability  to  ob- 
tain grants.  If  drug  treatment  is  what  pays  from  Washington  this  year,  you  can  bet 
that  the  need  for  more  dru^  treatment  programs  is  the  need  cities  will  start  exhibit- 
ing. Disjointed  (and  sometimes  contradictory)  Federal  programs  lead  to  disjointed, 
ineffective  local  strategies,  as  cities  try  to  mix  and  match  from  hundreds  of  Federal 
programs. 

If  the  Federal  Government  were  to  cut  grant  funding,  but  consolidate  grants  into 
fewer  categories,  cities  will  actually  receive  more  dollars  because  you  will  reduce 
overhead  costs.  Bob  Woodson,  president  of  the  National  Center  for  Neighborhood 
Enterprises,  estimates  that  by  the  time  one  of  the  dollars  you  allocate  for  anti- 
poverty  programs  trickles  down  through  Federal,  State,  and  local  bureaucracies  and 
actually  gets  into  the  hands  of  a  real  person,  only  about  33  cents  is  left. 

A  couple  of  examples  will  illustrate  our  experience  with  Federal  programs  and 
grants. 

In  Indianapolis  more  than  20  Federal  housing  programs  helped  construct  housing 
for  poor  residents.  Most  of  the  housing  built  with  these  programs  have  failed  or  are 
failing.  They  are  subject,  however,  to  scores  of  restrictions  that  prevent  effective 
work  out  strategies.  One  housing  project  in  my  citv  became  HUD-owned  the  year 
that  I  took  office.  The  dilapidated  buildings  became  navens  for  crack  sales.  The  resi- 
dents have  asked  to  have  the  buildings  demolished,  vouchers  given  to  them,  and 
lower  density  buildings  built  on  the  site.  But  even  with  the  cooperation  of  Secretary 
Cisneros,  we  have  not  been  able  to  get  anything  substantial  done  because  of  the 
cumbersome  rules  under  which  HUD  operates. 

HUD  should  divest  its  property  and  oe  forbidden  to  have  any  role  in  future  trans- 
actions. 

Community  Development  Block  Grants  have  also  been  troublesome.  Although  we 
are  told  to  maximize  involvement  of  neighborhood  groups  with  respect  to  these  pro- 
grams, we  are  so  restricted  in  the  way  we  operate  that  we  use  a  high  percentage 
of  funding  for  compliance.  Applications  now  take  months  to  prepare,  whereas  they 
used  to  take  a  few  weeks. 

I  want  to  make  clear  that  these  problems  are  not  caused  by  misuse  of  rules  by 
Federal  officials.  Nor  do  we  indict  any  particular  administration.  Our  problems  de- 
rive from  the  statutes. 

Therefore  consolidate  the  estimated  600  Federal  grant  programs  into  just  a  hand- 
ful of  areas,  eliminate  Federal  and  State  middlemen,  and  give  broad  discretion  to 
local  governments.  Clean  out  some  of  the  thousands  of  bureaucrats  who  currently 
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administer  these  programs.  Apply  the  savings  to  deficit  reduction  or  other  pressing 
needs.  And  the  Nation's  cities  will  come  out  ahead. 

IN  CONCLUSION 

If  cities  could  have  tax  incentives  rather  than  Federal  grant  programs  to  compete 
for  and  administer,  we  would  all  be  better  off.  Local  and  Federal  bureaucracies 
would  both  be  substantially  reduced,  and  the  tax  code  would  help  reverse  the  flow 
of  people  out  of  urban  areas. 

If  these  programs  cannot  be  eliminated,  at  least  they  can  be  made  less  burden- 
some. The  bulk  of  their  control  could  be  shifted  to  States  and  cities  so  that  they 
could  address  pressing  local  needs.  The  number  of  programs  could  be  cut  so  that 
the  administrative  bureaucracies  they  spawn  would  be  smaller  and  the  time  spent 
applying  for  them  would  be  less.  The  Federal  Government  can  set  standards  regard- 
ing the  general  uses  to  which  the  money  is  to  be  put.  But  States  and  localities 
should  determine  how  those  funds  are  to  be  applied  to  those  general  problems  in 
specific  communities. 

Thank  you. 

Senator  Grassley.  Mr.  Bolick,  would  you  go  ahead? 

STATEMENT  OF  CLINT  BOLICK,  VICE  PRESIDENT  AND 
DIRECTOR  OF  LITIGATION,  INSTITUTE  FOR  JUSTICE 

Mr.  Bolick.  Senator  Domenici,  Senator  Grassley,  Mayor  Gold- 
smith, it  is  a  pleasure  to  be  here  and  an  honor  to  be  here.  I  £im 
the  litigation  director  at  the  Institute  for  Justice,  which  is  a  public 
interest  law  firm  that  challenges  barriers  to  entrepreneurial  oppor- 
tunities, defends  school  choice  programs,  and  welfare  reform. 

Chairman  Domenici.  Excuse  me.  Do  you  have  to  go.  Mayor? 

Mr.  Goldsmith.  I  do  not  want  to  interrupt  Clint's  testimony.  I 
thought  the  committee  might  want  to  address  a  question  or  two  be- 
fore the  testimony,  and  then  I  would  leave  to  catch  a  plane. 

Chairman  DOMENICI.  I  tell  you,  I  am  in  such  a  position  I  have 
no  Senators  who  can  get  here,  and  I  have  to  be  somewhere.  So  let 
me  just  submit  questions  if  we  have  any.  I  thank  you  very  much 
for  your  thoughts,  and  you  must  understand  from  what  went  on 
here  this  morning  that  we  are  very  intrigued  with  the  basic  notions 
that  you  and  others  that  run  cities  and  States  are  giving  us  about 
how  much  better  you  might  do  without  strings  and  given  some 
freedom  on  your  own.  I  am  very  appreciative  of  that. 

Mr.  Goldsmith.  Yes,  sir.  Thank  you. 

Chairman  DOMENICI.  You  have  a  plane  to  catch?  You  are  ex- 
cused. 

Let  me  look  here  for  a  minute  and  see  if  I  might  get  you  back 
this  afternoon,  and  then  maybe  you  and  I  can  have  a  little  ex- 
change. 

Would  you  be  available  to  come  back  at  1:15? 

Mr.  Bolick.  Actually,  Senator,  I  regret  that  I,  too,  will  be  on  a 
plane. 

Chairman  DOMENICI.  All  right.  Let's  take  a  couple  of  minutes, 
and  then  we  will  put  your  statement  in  the  record,  and  we  will  be 
in  touch  with  you  on  questions. 

Mr.  Bolick.  We  did  provide  written  testimony,  and  basically  the 
two  points  that  we  are  making  are  simply  these:  In  devolving  pro- 
grams, which  we  think  is  very  consistent  with  the  constitutional 
structure  intended  by  our  Framers,  replacing  massive,  intrusive 
Federal  bureaucracies  with  massive,  intrusive  State  bureaucracies 
is  not  much  of  a  benefit.  And  we  urge  consideration  of  individual 
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vouchers,  tax  incentives  and  so  forth  as  a  preference  to  block 
grants  without  strings. 

The  second  threat  to  devolution  is  from  litigation.  Any  time  that 
this  Congress  takes  action  in  devolving  responsibility,  you  can  be 
sure  that  the  Legal  Services  Corporation,  the  ACLU,  and  other  ac- 
tivist groups  will  sue  you. 

My  partner,  Chip  Mellor,  had  an  article  in  yesterday's  Wall 
Street  Journal  entitled  Welfare  Reform:  First  Fight  Legal  Services 
Corporation,  chronicling  the  way  that  the  Legal  Services  Corpora- 
tion has  stymied  welfare  reform  efforts  in  New  Jersey. 

You  can  be  certain  that  that  will  happen  again  if  the  Congress 
does  not  take  care  to  make  waivers  truly  flexible,  and  also  to  make 
sure  that,  in  addition  to  block  grants  or  whatever  Congress  does, 
that  it  goes  back  to  the  underljring  objectives  of  the  statute  and 
changes  those  objectives  to  reflect  the  new  priorities.  Otherwise, 
the  new  flexible  structures  will  be  interpreted  in  accordance  with 
the  original  objectives. 

If  you  do  those  things,  devolution  truly  could  be  a  revolution,  and 
we  are  here  to  assist. 

[The  prepared  statement  of  Mr.  Bolick  follows:] 
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Chainnan  IDomenici,  members  of  the  Committee,  and  my  distinguished  fellow 
panelists.  Governor  Engler  and  Mayor  Goldsmith:   good  morning.    If  the  definition  of 
revolution  is  a  time  when  the  unthinkable  becomes  thinkable,  and  the  impossible  becomes 
possible,  then  truly  we  are  living  in  revolutionary  times. 

I  am  honored  to  address  this  Committee  on  an  important  facet  of  that  revolution,  the 
"devolution"  of  national  powers  to  state  and  local  governments;  and  ultimately,  I  hope,  to  the 
people  themselves.    Such  devolution  is  consistent  with  the  decentralized  constitutional  system 
conceived  by  our  nation's  founders;  and  just  as  it  reflected  sound  policy  200  years  ago,  so  it 
remains  today.   However,  I  will  speak  today  not  in  favor  of  devolution  as  an  end  in  itself,  but 
as  a  means  toward  accomplishing  the  greater  objective  of  individual  liberty.    I  am  convinced 
that  the  people  delivered  a  popular  mandate  for  devolution  in  the  elections  last  November. 

At  the  outset  let  me  state  my  own  perspective.  My  partner,  Chip  Mellor,  and  I  co- 
founded  the  Institute  for  Justice  three-and-a-half  years  ago  to  litigate  in  support  of  funda- 
mental liberties  and  against  the  constant  encroachment  of  the  regulatory  welfare  state.  That 
mission  has  led  us  to  challenge  barriers  to  entrepreneurial  opportunities,  such  as  the  Davis- 
Bacon  Act  at  the  federal  level  and  oppressive  occupational  licensing  laws  and  government- 
erected  monopolies  at  the  state  and  local  levels;  to  promote  and  defend  school  choice 
programs  for  children  from  low-income  families;  to  fight  for  private  property  rights;  and  to 
defend  meaningful  welfare  reform  against  those  who  would  perpetuate  the  cycle  of  dependen- 
cy and  despair. 

Fortunately,  the  framers  wisely  provided  numerous  safeguards  for  individual  liberty 
and  constraints  on  the  powers  of  govenmient.    Prominent  among  these  is  federcdism:    the 
constitutional  structure  by  which  government  powers  are  diffused  and  dispersed  as  far  as  is 
consistent  with  effective  government  and  fundamental  individual  liberties.   When  we  speak  of 
devolution,  we  are  talking  about  federalism. 

Federalism,  wrote  Felix  Morley  in  1959,  is  "the  distinctively  American  contribution  to 
political  art."    Fresh  from  oppression  by  the  English  Crown  and  the  experience  of  the  Articles 
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of  Confederation,  the  framcrs  of  the  American  Constitution  were  detennincd  to  create  a 
national  government  powerful  enough  to  govern  yet  constrained  in  its  ability  to  infringe  upon 
individual  liberties.    Federalism  was  the  principal  way  the  framers  sought  to  accomplish  these 
often  antagonistic  objectives. 

Federalism  achieves  these  goals  in  two  ways:   by  carefully  defining  and  limiting  the 
powers  of  the  national  government,  and  by  creating  a  constitutional  preference  for  decentral- 
ized decisionmaking.   This  structure  is  reflected  in  the  language  of  the  Tenth  Amendment, 
which  provides  that  "[t]he  powers  not  delegated  to  the  United  States  by  the  Constitution,  nor 
prohibited  by  it  to  the  States,  are  reserved  to  the  States  respectively,  or  to  the  people." 

The  reason  the  framcrs  preferred  decentralized  power  was  their  belief  that  state  and 
local  governments,  being  closer  to  the  people,  were  more  likely  than  the  nationil  government 
to  protect  individual  liberties.   As  James  Madison  declared,  even  "the  greatest  opponents  to  a 
Federal  Government  admit  the  State  Legislatures  to  be  sure  guardians  of  the  pjeople's  liberty." 

But  during  the  past  50  years,  starting  with  the  New  Deal  and  accelerating  through  the 
Great  Society,  our  nation  has  experienced  the  massive  expansion  of  the  regulatory  welfare 
state,  which  required  jettisoning  the  vital  constitutional  principles  of  a  national  government  of 
strictly  limited  powers  and  the  Tenth  Amendment's  reservation  of  all  other  powers  to  the 
states  and  the  people.   The  courts  construed  the  commerce  power  as  an  open-ended  source  of 
national  regulatory  power,  and  dismissed  the  Tenth  Amendment  as  a  mere  "truism"  which 
provided  no  substantive  limitation  on  national  power. 

All  that  is  beginning  to  change.    In  recent  years  the  courts  increasingly  have  interpret- 
ed the  Tenth  Amendment  to  create  a  sphere  of  state  autonomy  in  o  which  the  national 
government  may  not  encroach.   This  principle  has  special  resonance  in  the  context  of 
unfunded  federal  mandates,  which  directly  trench  upon  the  power  of  self-government  at  the 
state  level.    One  key  example  is  the  State  of  California's  bold  assertion  of  Tenth  Amendment 
prerogatives  against  the  federal  imposition  of  "motor  voter"  obligations. 

Equally  significantly,  the  courts  may  finally  recognize  that  the  national  commerce 
power  is  not  without  limit.   The  U.S.  Supreme  Court  currently  has  before  it  U.S.  v.  Lopez,  in 
which  the  Fifth  Circuit  Court  of  Appeals  struck  down  the  Gun-Free  School  Zones  Act  as 
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outside  the  scope  of  Congress'  commerce  clause  powers  —  the  first  time  since  the  New  Deal 
that  the  courts  have  reined  in  the  scope  of  the  federal  government  in  this  manner. 

All  this  signals  a  healthy  development  in  American  politics,  presaging  a  time  m  which 
government  is  decentralized  and  brought  closer  to  the  people,  and  in  which  the  national 
government  begins  its  deliberations  over  legislation  with  the  query:   is  it  within  our  power  to 
do  this?   These  developments  are  all  but  certain  to  have  the  happy  consequence  of  a  broad- 
ened sphere  of  individual  liberty  —  precisely  what  the  framers  intended. 

But  for  devolution  to  work  as  intended  requires  recognition  of  two  omnipresent  threats 
to  federalism's  noble  libertarian  objectives,  one  of  which  the  framers  keenly  recognized,  and 
the  other  an  unfortunate  innovation  of  our  own  modem  times.   The  first  is  that  state  govern- 
ments, like  the  national  government,  have  the  capacity  to  oppress.  The  second  is  the 
propensity  of  ideological  activists  to  undo  in  the  courts  the  good  works  accomplished  through 
democratic  processes.    It  is  to  diminishing  these  threats  that  the  remainder  of  my  comments 
are  directed. 

/.    BEWARE  THE  LOCAL  REGULATORS 

When  most  Americans  think  of  big  government,  they  think  of  Washington.   But  in 
reality  the  national  leviathan  pales  in  comparison  to  government  at  the  state  and  local  levels, 
whose  growth  in  recent  years  has  been  explosive.    Indeed,  in  the  year  between  1992  and 
1993,  the  federal  government  reduced  its  civilian  workforce  by  1.8  percent  to  slightly  more 
than  three  million,  while  state  and  local  governments  increased  their  workforces  by  1.6 
percent  to  15.7  million.   In  other  words,  as  measured  by  the  relative  size  of  civilian  bureau- 
cracies, state  and  local  govenLnents  are  five  times  larger  than  the  federal  government  —  and 
the  gap  is  widening,  even  before  devolution. 

What  this  means  is  that  in  shifting  programs  from  the  federal  govenmient  to  the  states, 
policymakers  should  keep  in  mind  an  important  and  central  fact:   states  have  bureaucracies 
too.   And  they  are  just  as  susceptible  to  capture  and  undue  influence  by  special  interests  bent 
on  preserving  a  status  quo  that  inures  to  their  self-interest;  perhaps  even  more  so. 

This  danger  the  framers  recognized.    "The  smaller  the  society,"  warned  Madison  in 
The  Federalist  no.  10,  "the  smaller  the  number  of  individuals  composing  a  majority,  and  .  .  . 
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the  more  easily  will  they  concert  and  execute  their  plans  of  oppression."   Indeed,  the 
necessity  of  preventing  states  from  engaging  b  parochial  economic  regulations  provided  a 
major  motivation  for  the  Constitution.   As  Alexander  Hamilton  observed  in  The  Federalist  no. 
15,  "The  great  and  radical  vice  m  the  construction  of  the  existing  Confederation  is  in  the 
principle  of  legislation  for  states  or  governments,  in  their  corporate  or  collective  capacities, 
and  as  contradistinguished  from  the  individuals  of  which  they  consist."    With  the  proliferation 
of  unelected  state  and  local  boards  and  regional  governments  that  are  accountable  only  to 
other  politicians,  the  dangers  of  "grassroots  tyranny"  recognized  by  the  framcrs  are  today 
greater  than  ever.* 

This  phenomenon  is  not  lost  upon  the  electorate,  which  in  November  voted  against  big 
government  not  only  at  the  national  level  but  in  state  capitols,  county  courthouses,  and  city 
halls  from  coast  to  coast.  The  people  did  not  seek  to  downsize  the  national  government  so  as 
to  exalt  or  expand  their  state  or  local  governments,  but  to  secure  for  themselves  greater 
control  over  their  own  destinies.   It  would  be  an  empty  revolution  indeed  if  a  massive, 
unresponsive  federal  welfare  apparatus  was  merely  supplanted  by  50  massive,  unresponsive 
state  welfare  apparatuses. 

What  this  means  for  policymakers  is  that  devolution  should  be  pursued  not  as  an  end 
in  itself  but  rather  as  a  means  to  achieve  the  greater  objective  of  individual  empowerment. 
This  in  turn  means  that  how  devolution  is  accomplished  is  very  important.   The  frameis 
themselves  established  a  hierarchy  of  values  in  this  regard:   except  in  special  enumerated 
circumstances,  states  are  more  competent  than  the  national  government  to  deal  with  matters  of 
public  concern,  but  individuals  arc  better  entrusted  to  govern  themselves  than  is  govenmient 
at  any  level.   These  values  should  guide  Congress  as  it  devolves  federal  power  in  such  areas 
as  welfare,  education,  and  law  enforcement. 

Applying  these  values,  it  becomes  clear  that  the  best  means  of  devolution  is  to  place 
autonomy  in  the  hands  of  individuals  and  communities,  to  the  maximum  possible  extent. 


I  have  documented  many  such  abuses  in  Grassroots  Tyranny:    The  Limits  of  Federalism 
(Washington:    Cato  Institute,  1993). 
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Ideally,  federal  funding  (whether  for  welfare,  health  care,  education,  pensions,  or  housing) 
should  be  voucherized  or  targeted  to  the  local  or  neighborhood  level. 

Conversely,  the  worst  means  of  devolution  is  block  grants  with  no  strings  attached. 
Block  grants  without  strings  separate  funding  responsibility,  which  remains  with  the  federal 
government,  from  spending  power,  which  is  transferred  to  state  buFeaucracies.  While  this  no 
doubt  would  give  flexibility  to  progressive  pioneers  at  the  state  level,  in  the  long  run  it  could 
foment  even  greater  growth  in  government  entitlement  programs  and  bureaucracies.  For  this 
reason,  devolving  federal  programs  in  their  entirety  to  the  states  is  preferable  to  block  grants, 
for  then  the  states  will  bear  the  financial  consequences  of  the  decisions  they  make. 

Where  Congress  nonetheless  determines  to  create  block  grants,  it  should  still  give 
states  maximum  flexibility  —  so  long  as  the  direaion  is  toward  downsizing  government  and 
enhancing  individual  responsibility  and  autonomy.    In  this  regard,  the  "strings"  need  not  be 
onerous,  but  may  consist  of  what  Governor  John  Engler  has  described  as  "benchmarks," 
rewarding  states  that  achieve  the  program's  objectives  and  penalizing  those  that  do  not. 

Properly  understood,  devolution  is  about  empowering  people,  not  bureaucracies.  The 
decisions  this  Congress  makes  in  this  regard  will  determine  not  only  the  success  of  devolu- 
tion, but  the  freedom  of  our  people. 

//.   BEWARE  THE  LAWYERS 

When  we  launched  the  Institute  for  Justice  in  1991,  we  thought  our  litigation  would 
nearly  always  focus  on  suing  governments.  As  it's  turned  out,  we  arc  expending  substantial 
resources  defending  legislation  designed  to  empower  individuals,  such  as  school  choice  and 
welfare  reform. 

From  these  experiences  we've  learned  an  important  lesson  that  is  particularly  instruc- 
tive as  Congress  takes  on  the  task  of  devolution:   ajiy  significant  effort  to  transfer  power  from 
govenoment  to  the  people  will  be  challenged  in  court.   For  special  interests  with  enormous 
resources  at  their  disposal  have  a  powerful  stake  in  preserving  the  status  quo  at  any  cost;  and 
assuredly  they  will  seek  to  undo  in  the  judiciary  what  they  are  unable  to  forestall  in  the 
legislature.  As  Congress  proceeds  toward  devolution,  then.  Congress  should  anticipate  the 
opposition's  strategy  and  take  whatever  steps  are  possible  to  minimize  legal  risks. 
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"Welfare  rights  activists,  for  instance,  have  pledged  to  challenge  every  refoim  effort 
that  caps  or  reduces  welfare  benefits.   An  ongoing  lawsuit  challenging  New  Jersey's  path- 
breaking  welfare  reform  program  vividly  illustrates  the  tactics  used  by  ideological  activists  to 
thwart  reform  achieved  through  democratic  processes. 

In  1992,  New  Jersey  enacted  the  "Family  Development  Program,"  a  comprehensive 
six-point  welfare  reform  program  sponsored  by  Assemblyman  Wayne  Bryant  (D-Camden). 
In  addition  to  training,  education,  and  other  provisions,  the  program  caps  Aid  for  Families 
with  Dependent  Children  (AFDC)  payments  so  that  there  is  no  increase  in  benefits  for 
recipients  who  have  additional  children  while  on  welfare.   The  State  received  a  waiver  from 
federal  requirements  from  the  U.S.  Department  of  Health  and  Human  Services  (HHS) 
pursuant  to  the  Family  Support  Act  of  1988.   Preliminary  reports  suggest  a  statistically 
significant  reduction  in  out-of-wedlock  births  since  the  program's  cnaamcnt. 

However,  on  December  1,  1993,  a  lawsuit  challenging  the  AFDC  cap  was  filed  by  the 
Legal  Services  Corporation,  the  American  Civil  Liberties  Union,  and  the  National  Organiza- 
tion for  Women.   These  arc  groups  that,  over  the  past  three  decades,  have  toiled  vigorously 
and  with  remarkable  success  in  the  litigation  vineyards  to  create  a  federal  "right"  to  welfare, 
and  in  the  New  Jersey  program  they  see  that  objective  threatened.   The  Institute  for  Justice 
has  entered  the  lawsuit  as  amicus  curiae,  representing  pro-welfare  reform  groups  and  several 
vfcifare  beneficiaries  who  support  the  program. 

Among  other  arguments,  the  plaintiff  groups  contend  that  (1)  the  program  violates 
welfare  recipients'  constitutional  right  to  procreate,  (2)  the  HHS  waiver  was  not  sufficiently 
specific  to  encompass  the  AFDC  cap,  and  (3)  the  program  conflicts  with  the  statutory 
objectives  of  AFDC.   Since  these  are  broadly  applicable  arguments,  the  plaintiffs'  success  on 
any  point  would  not  only  invalidate  New  Jersey's  program,  but  possibly  could  paralyze 
meaningfiil  welfare  reform  efforts  across  the  nation.   And  that  is  precisely  the  goal. 

Congress  must  realistically  anticipate  similar  lawsuits  in  any  devolution  context,  and 
should  carefully  craft  legislation  to  avoid  possible  litigation  pitfalls.   Two  rules  of  thumb  are 
especially  relevant: 

1.         When  Congress  creates  waiver  authority  to  exempt  states  from  regulatory 

obligations,  it  should  make  that  authority  as  broad  and  flexible  as  possible,  and 
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the  procedures  to  apply  for  and  grant  such  waivers  as  clear  and  simple  as 
possible. 
2.         When  devolving  federal  programs,  Congress  should  amend  or  narrow  the 

purposes  of  the  underlying  act  to  reflect  new  objectives.    Otherwise,  reforms 
will  be  measured  against  the  programs'  original  welfare  state-era  purposes,  and 
may  often  be  found  in  conflict. 

Other  strategies  will  depend  upon  speciGc  circumstances,  but  the  main  point  is  this: 
for  reform  to  endure.  Congress  should  build  defenses  against  litigation  into  their  legislation. 

In  moving  power  and  responsibility  away  from  Washington,  it  seems  essential  to  keep 

in  sight  the  values  underlying  federalism.   The  same  debate  we  arc  having  today  resounded  as 

well  two  centuries  ago  at  the  founding  of  our  republic.    In  The  Federalist  no.  46,  Madison 

declared, 

The  federal  and  state  governments  are  in  fact  but  different  agents  and  trustees 
of  the  people.  .  .  .   The  adversaries  of  the  Constitution  seem  to  have  lost  sight 
of  the  people  altogether  in  their  reasonings  on  this  subject;  and  to  have  viewed 
these  different  establishments  ...  as  uncontrolled  by  any  common  superior  in 
their  efforts  to  usurp  the  authorities  of  each  other.   These  gentlemen  must  be 
reminded  of  their  error.   They  must  be  told  that  the  ultimate  authority  .  .  . 
resides  in  the  people  alone. 

If  the  present  deliberations  result  not  only  in  bringing  govcroment  closer  to  the  people, 

but  also  m  restoring  to  individuals  greater  control  over  their  lives,  it  truly  will  be,  in  the  best 

and  highest  sense  of  the  word,  revolutionary. 
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Chairman  DOMENICI.  Do  you  have  any  concrete  proposals  or 
studies  with  reference  to  vouchering  versus  blocks?  There  will  be 
some  blocks  in  any  event. 

Mr.  BOLICK.  They  certainly  exist,  and  we  can  certainly  collect 
them  and  provide  them  to  you. 

Chairman  DOMENICI.  I  think  it  would  be  good  if  we  had  an  idea 
to  look  at  those  300  programs  which  ones  have  people  considered 
to  be  voucher-prone  rather  than 

Mr.  BOLICK.  Exactly. 

Chairman  DOMENICI.  That  would  be  an  exciting  venture.  If  you 
can  do  it  rather  quickly,  it  might  lend  some  credence  to  discussing 
this. 

Mr.  BoLiCK.  Well,  we  will  see  what  we  can  do. 

Chairman  DoMENici.  Thank  you  very  much. 

Mr,  BOLICK.  Thank  you  very  much,  Senator. 

Chairman  DOMENICI.  We  stand  in  recess  subject  to  the  call  of  the 
Chair. 

[Whereupon,  at  11:56  a.m.,  the  committee  was  adjourned  subject 
to  the  call  of  the  Chair.] 


RETURNING  DECISIONS  TO  THE  STATE 


TUESDAY,  APRIL  18,  1995 

U.S.  Senate, 
Committee  on  the  Budget, 

Santa  Fe,  NM. 
The  committee  met,  pursuant  to  notice,   at  9:25   a.m.,  in  the 
Jemez  room,  Santa  Fe  Community  College,  Santa  Fe,  NM,  Hon. 
Pete  V.  Domenici  (chairman  of  the  committee)  presiding. 
Present:  Senators  Domenici,  Abraham  and  Frist. 
Staff  present:  G.  William  Hoagland,  majority  staff  director. 

OPENING  STATEMENT  OF  CHAIRMAN  DOMENICI 

Chairman  DOMENICI.  Could  we  please  come  to  order?  First  let  me 
kind  of  tell  you  why  we  are  here  and  welcome  all  of  you.  First,  it 
is  great  to  be  back  in  Santa  Fe  and  to  be  having  this  hearing.  We 
will  have  another  one  in  Albuquerque  tomorrow  on  a  little  different 
aspect  of  Federal  budget  and  Federal  policies.  We  have  about  3V2 
hours  today  to  spend  with  you  all. 

We  chose  Santa  Fe  because  it  is  the  capitol  where  State  govern- 
ment runs  from,  and  if  things  currently  contemplated  in  Washing- 
ton work  out,  an  awful  lot  more  of  the  Federal  programs  will  be 
consolidated  and  be  sent  to  Santa  Fe  with  rather  loose  strings  for 
the  State  government  and  local  governments  to  distribute  those  re- 
sources by  providing  the  services  that  the  block  grants  would  pro- 
vide. 

Let  me  iirst  introduce  two  very  good  friends  of  mine  and  very 
distinguished  people.  On  my  lefl  we  have  Senator  Bill  Frist.  He  is 
from  the  State  of  Tennessee.  For  any  of  you  who  wonder  about  if 
there  are  still  Americans  who  want  to  do  public  service  even 
though  they  are  doing  some  rather  enormous  things  in  their  per- 
sonal lives,  this  Senator  is  more  appropriately  called  Doctor  Bill 
Frist. 

He  is  a  medical  doctor;  he  is  a  surgeon.  But  more  important  even 
beyond  that,  he  is  a  heart  transplant  surgeon,  and  even  more  im- 
portant than  that,  he  is  a  renowned  heart  transplant  surgeon  who 
transplants  the  hearts  of  babies.  So  he  is  one  of  the  world's  experts, 
at  least  in  the  southern  part  of  the  United  States.  He  was  the  first 
and  we  are  delighted  that  he  decided  to  run  for  the  United  States 
Senate. 

On  my  right,  the  Senator  from  Michigan.  For  those  of  you  who 
understand  that  partisan  politics  is  pretty  healthy  and  that  people 
that  get  involved  in  partisan  politics  can  end  up  serving  their  Na- 
tion well,  Senator  Abraham  is  a  partisan  Republican  participant. 
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He  was  second  in  charge  of  Vice  President  Quayle's  efforts  when 
he  was  Vice  President,  chairman  of  the  Republican  Party  in  Michi- 
gan for,  I  think,  8  years,  and  then  decided  to  run  for  the  United 
States  Senate  and  got  elected  as  a  Republican  from  Michigan. 

They  have  been  very  generous  in  their  Easter  vacation  time  to 
come  down  here  to  New  Mexico  to  listen  to  what  we  have  to  say 
in  our  State  about  some  of  the  caveats  and  concerns  that  New 
Mexicans  and  New  Mexico's  leaders  and  those  who  participate  in 
these  programs  have  to  say  about  our  national  government's  en- 
deavors. 

This  is  an  official  hearing,  so  we  just  have  a  few  rules.  We  try 
to  keep  witnesses  to  7  minutes,  if  you  don't  mind.  You  will  get  a 
green  one,  that  is  for  you  to  go;  yellow  for  you  to  get  ready  to  quit; 
and  when  it  gets  red,  you  ought  to  try  to,  unless  something  very 
exciting  is  going  on,  you  ought  to  decide  we  have  heard  enough. 

In  any  event,  we  will  just  do  that  as  casually  as  we  can.  I  have 
an  opening  statement  which  I  want  to  make  part  of  the  record,  and 
then  I  just  want  to  talk  at  you  a  little  bit. 

First,  the  United  States  of  America  cannot  continue  to  spend 
money  like  it  is  currently  spending  money.  Whether  you  are  a  sen- 
ior citizen  or  whether  you  are  a  young  couple  with  a  baby  child  or 
whether  you  are  a  boomer  or  whatever  other  place  you  fill  in  the 
demographics  of  the  United  States,  it  is  pretty  obvious  that  if  we 
do  not  decide  to  do  something  dramatic  about  the  way  we  spend 
money  that  we  do  not  have,  that  we  have  to  borrow,  if  we  do  not 
decide  to  change  that,  then  we  are  going  to  leave  a  legacy,  and  it 
will  not  be  too  far  down  the  line,  to  our  children,  grandchildren  and 
people  trying  to  get  a  good  job  15  or  20  years  from  now. 

We  are  going  to  leave  them  with  a  legacy  that  will  convince  any- 
one that  the  leadership  of  the  United  States,  that  the  adult  popu- 
lation of  today  decided  they  did  not  care  about  the  future  and  did 
not  care  about  the  children  of  the  future. 

This  debt  now,  while  it  is  at  about  $4.6  trillion,  it  is  growing  as- 
tronomically, and  let  me  just  give  you  one  number.  For  children 
born  today,  it  is  estimated  that  they  will  have  to  pay  $100,000  in 
their  income  tax  in  their  lifetime  just  to  pay  the  interest  on  the  Na- 
tional debt,  not  the  debt. 

Now,  that  is  a  pretty  big  ticket  item,  and  essentially  what  it  will 
mean  is  that  Americans  will  have  less  prosperity,  interest  rates 
will  be  very,  very  high,  and  in  a  very  real  way,  the  growth  of  our 
economy  which  provides  the  sustenance  for  our  people  and  oppor- 
tunity to  grow  and  prosper  will  be  lowered  dramatically  and  we 
will  have  a  very,  very  difficult  time  pulling  out  of  it. 

You  can  already  see  some  of  the  effects.  Interest  rates  are  higher 
than  they  should  be  compared  with  anything  rational,  especially 
long-term  rates,  which  means  your  house  mortgages  and  every- 
thing that  goes  with  that. 

In  addition,  the  American  dollar  is  getting  to  be  a  currency  that 
there  is  less  confidence  in,  and  a  great  deal  of  that  is  because  the 
market  place  that  buys  Treasury  bills  and  buys  our  obligations  is 
not  quite  sure  what  America  is  going  to  do  about  its  indebtedness 
in  the  future.  Are  we  going  to  continue  down  this  approach? 

I  do  not  want  to  be  partisan,  but  I  would  tell  you  that  the  Presi- 
dent submitted  a  budget  this  year  that  my  guess  here  in  front  of 
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all  of  you — and  many  of  you  are  Democrats,  some  of  you  are  very 
active,  some  of  you  have  served  in  Democratic  governors'  cabinets. 
I  see  Dick  Heim  here. 

But  I  must  tell  you,  the  President's  budget  literally  did  nothing, 
nothing  to  attack  the  deficit.  In  fact,  I  do  not  believe  there  would 
be  ten  members  of  the  United  States  Senate  who  would  vote  for 
that  budget.  We  will  give  him  a  chance  in  the  Budget  Committee. 
My  guess  is  there  will  not  be  two,  because  essentially  it  just  about 
said,  "Congress,  you  take  care  of  the  deficit." 

The  President  is  now  indicating  he  would  like  to  work  us  and  we 
hope  he  will.  But  we  must,  it  seems  to  me,  decide  once  and  for  all 
that  we  are  going  to  fix  this  deficit  and  then  stop  the  debt  at  a  cer- 
tain level,  and  hopefully,  as  we  prosper  after  that,  we  might  even 
bring  that  debt  down  a  bit. 

We  also  have  to,  in  my  opinion,  to  get  this  done  bring  govern- 
ment from  Washington  back  home,  and  more  programs  are  going 
to  have  to  be  run  here  even  if  we  provide  a  substantial  portion  of 
the  money  here  at  home,  in  State  capitals  and  out  in  the  commu- 
nities. 

Government  has  to  be  smaller  and  more  efficient  and  more  effec- 
tive, and  I  know  for  many  in  New  Mexico,  it  is  not  a  pleasant 
thought  for  people  to  think  about  that  because  we  get  an  awful  lot 
of  money  from  the  Federal  Government.  We  have  an  awful  lot  of 
programs,  although  I  would  suggest  that  when  it  comes  to  medic- 
aid, there  are  many  States  that — what  is  the  word  for  what  States 
have  done  to  that  system?  You  know  it  better  thain  I,  Doc. 

Senator  Frist.  We  will  be  talking  about  that. 

Chairman  DoMENiCl.  Yes;  many  States  have  kind  of  jimmied  the 
system  and  got  a  lot  more  money  out  of  medicaid  than  we  have, 
and  we  are  not  too  sure  that  in  all  cases,  that  was  the  right  way 
to  do  it,  but  we  will  be  careful,  Dick  Heim,  that  we  do  not  let  them 
get  the  advantage  in  the  block  grants  because  we  have  not  taken 
as  much  from  that  system  by  way  of  kind  of  abusing  it  legally. 

So  that  is  about  where  I  want  to  end  today.  We  have  plenty  of 
time  for  those  in  the  audience  who  are  not  witnesses.  At  the  end 
of  this  session,  we  will  ask  you  if  you  have  some  questions;  we  will 
try  to  answer  them. 

One  last  observation.  I  know  New  Mexicans  are  anxious  for  us 
to  get  on  with  our  jobs  back  in  Washington,  but  I  must  just  give 
you  a  couple  of  words  about  what  a  budget  resolution  is  not,  so 
maybe  I  could  do  it  this  way. 

The  budget  that  we  will  produce  in  the  United  States  Senate 
Budget  Committee  and  that  we  vote  on  the  floor  could  fit  on  this 
sheet  of  paper.  Seventeen  functions  of  government  listed  down  here 
and  7  years  of  annual  numbers.  Those  numbers  and  each  of  these 
functions  will  change,  and  in  most  cases  will  be  going  down. 

The  sum  total  of  all  of  this  will  result  in  a  cap  each  year  set  now 
on  how  much  we  can  spend  for  appropriated  accounts.  So  there  will 
be  an  annual  cap  for  7  years  on  the  appropriated  accounts  of  our 
Government  that  come  from  this  piece  of  paper  with  17  functions 
of  Government  and  7  years  of  numbers. 

Attending  that  will  be  set  of  instructions  to  entitlement  commit- 
tees that  they  are  supposed  to  reduce  the  amount  of  money  they 
spend  by  a  given  amount  within  a  given  time,  like  2  months.  That 
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period  of  time  and  those  committees  will  rewrite  the  laws,  not  the 
Budget  Committee.  We  will  rewrite  the  numbers;  they  will  rewrite 
the  laws  that  accomplish  the  numbers. 

So  for  about  3V2  months  from  now,  maybe  4  months,  there  will 
be  an  interplay  between  States  and  people  with  the  various  com- 
mittees that  will  rewrite  these  laws.  The  first  thing  that  will  hap- 
pen will  be,  we  will  produce  a  budget  resolution  that  changes  the 
direction  of  where  and  how  much  money  is  available  to  be  spent. 

The  appropriators  and  the  committees  in  the  United  States  Con- 
gress will  have  great  latitude,  so  if  one  of  you  were  to  say,  "Sen- 
ator, will  we  keep,"  and  then  state  a  program,  all  I  can  tell  you  is, 
the  budget  resolution  will  probably  have  some  assumptions  about 
that  program,  but  we  will  not  know  if  that  program  will  be  consoli- 
dated, terminated  or  reduced  until  the  committees  write  the  law 
about  3  or  4  months  down  the  line  after  we've  produced  this  man- 
dated blueprint  for  the  next  7  years. 

Now,  ultimately,  that  is  not  very  important  in  the  scheme  of 
things,  but  since  I  think  you  are  a  group  of  most  interested  citizens 
or  you  would  not  be  here,  you  obviously  ought  to  know  what  the 
process  is  and  what  it  is  not. 

So  with  that,  I  am  going  to  ask  my  fellow  Senators  if  either  of 
them  have  a  few  words  to  say,  and  I  welcome  your  comments  or 
observations.  Since  I  introduced  you  first,  I  will  start  with  you. 
Senator  Abraham  from  Michigan. 

OPENING  STATEMENT  OF  SENATOR  ABRAHAM 

Senator  Abraham.  Thank  you,  Mr.  Chairman.  I  appreciate  the 
chance  to  be  here  today,  and  I  appreciate  the  opportunity  to  be  in 
your  beautiful  State.  I  got  in  on  Sunday  night  and  yesterday, 
walked  around  the  Plaza  area  here  in  Santa  Fe,  and  by  the  time 
I  made  one  circuit  of  the  Plaza,  I  had  run  into  three  people  from 
Michigan  who  stopped  me  on  the  street  and  said,  "Aren't  you  our 
U.S.  Senator?  What  are  you  doing  here  in  New  Mexico?" 

So  I,  of  course,  indicated  that  we  had  this  important  budget 
hearing;  that  I  was  only  taking  a  few  minutes  off  to  enjoy  the  com- 
mercial, historic,  and  other  treasures  that  are  here.  I  appreciated 
we  had  a  hearing,  for  those  of  you  who  follow  us,  you  will  know 
that  we  had  a  hearing  in  our  State  of  Michigan  a  few  weeks  back. 
It  went  quite  well  and  it  was  very  helpful  to  focus  in  on  some  of 
the  things  we  were  doing  in  our  State,  and  that  is  one  of  the  rea- 
sons I  wanted  to  come  here,  to  see  what  other  States  are  doing. 

I  guess  I  came  to  the  Senate  with  a  healthy  skepticism,  as  many 
of  the  freshmen  Senators  did,  about  the  kinds  of  things  that  pro- 
grams in  Washington  oversee  versus  the  efficient  and  effective  pro- 
grams that  I  felt,  at  least  in  my  State,  that  State  government  and 
local  government  does. 

I  believe  that  the  10th  Amendment  notion  that  we  should  try  to 
reserve  to  the  States  and  even  to  the  people  a  lot  of  things  that 
the  Federal  Government  ought  not  be  doing  is  a  pretty  sensible  ap- 
proach, and  I  think  the  Founding  Fathers  were  wise  in  including 
that  in  the  Bill  of  Rights. 

But  one  of  the  thoughts  I  had  as  I  was  coming  out  here,  and  par- 
ticularly to  Santa  Fe,  is  the  history  of  the  Santa  Fe  Trail.  As  you 
know,  in  the  history  of  our  country,  that  the  Santa  Fe  Trail  was 
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a  route  by  which  many  raw  materials  sort  of  travelled  east  through 
Missouri  and  back  out  to  the  eastern  part  of  the  country,  and  then 
finished  products,  after  manufacture,  headed  back  west. 

As  a  matter  of  comparative  advantage,  it  worked  out  well  be- 
cause the  raw  materials  were  in  the  west  and  the  factories  were 
in  the  east,  and  we  have  moved  during  recent  years  kind  of  in  a 
modern  version  of  the  Santa  Fe  Trail.  Now  it  is  tax  dollars  that 
head  back  east  to  Washington  and  programs  that  come  out  to  the 
States  in  return. 

I  do  not  think  the  advantages  that  justified  the  Santa  Fe  Trail 
of  yesteryear  are  in  place  in  terms  of  comparative  advantages 
today.  I  think  that  parts  of  many  of  the  programs  that  come  back 
from  Washington  with  the  tax  dollars  that  are  sent  along  with  the 
modern  Federal  trail  are  not  nearly  as  effective  or  as  cost-efficient 
as  if  those  dollars  either  stayed  out  west  or  in  Michigan  or  in  Ten- 
nessee and  were  allowed  to  be  spent  by  people  after  they  earn  them 
or  by  local  communities  and  governments. 

Or  if  instead  of  programs  coming  back,  we  sent  dollars  back  in 
the  form  of  block  grants  and  so  on  to  let  people  who  are  right  on 
the  scene,  right  where  the  rubber  meets  the  road  when  it  comes  to 
programs,  whether  it  is  medicaid  or  anything  else,  where  there  ac- 
tually is,  I  think,  is  a  direct  interest  in  trying  to  mgike  sure  that 
things  operate  in  a  cost-efficient  fashion. 

So  I  came  to  the  Senate,  I  guess,  with  that  notion,  and  one  of 
the  things  that  our  Budget  Committee  has  done,  I  believe,  is  to 
identify  in  numerous  ways  the  effectiveness  that  the  State  govern- 
ments and  local  governments  can  play  in  this  operation. 

So  it  was,  I  thought,  helpful  in  the  past  when  we  heard  from  peo- 
ple at  the  State  level;  certainly  it  was  helpful  to  me  to  hear  what 
my  Michigan  community  felt.  I'm  looking  forward  today  to  be  here 
with  you  to  hear  what  the  people  of  New  Mexico  think  with  regard 
to  the  proper  balance  between  the  role  of  Government  in  Washing- 
ton and  the  role  of  private  citizens  and  the  governments  at  the 
State  level. 

Thank  you  very  much  for  having  me  here. 

Chairman  DOMENICI.  Senator  Frist? 

OPENING  STATEMENT  OF  SENATOR  FRIST 

Senator  Frist.  Thank  you,  Mr.  Chairman.  I  do  want  to  commend 
Chairman  Domenici  for  holding  this  field  hearing  today,  and  for 
me,  someone  who  came  from  the  private  sector  just  4  months  ago 
as  a  citizen  legislator  who  wants  to  serve  broadly  my  State  of  Ten- 
nessee, you  in  New  Mexico,  and  all  Americans  for  a  period  of  time, 
with  that  experience  from  the  private  sector  after  which  I  plan  to 
go  back  home  to  Tennessee. 

It  means  a  great  deal  for  me  to  see  Washington,  DC,  the  Federal 
Government  get  outside  of  the  Beltway,  to  reach  out  directly  to 
those  of  you  who  are  here  today  who  will  be  testifying  before  us 
with  real  life  experiences,  who  every  day  are  on  the  front  lines  fac- 
ing these  real  life  problems. 

The  climate  in  Washington  today  is  to  look  to  the  States,  and  it 
is  in  the  States  and  in  the  cities  and  in  the  local  governments  that 
true  innovations  have  arisen  and  will  continue  to  arise  and  that  is 
why  we  are  here  today. 
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Chairman  Domenici  is  right  on  target  in  reaching  out  directly,  in 
bringing  the  United  States  Budget  Committee  to  you  to  hear  first- 
hand from  you,  because  it  is  you  who  are  in  the  trenches  on  that 
front  Hne.  It  is  you  who  are  actually  implementing  Federal  pro- 
grams which  arise  from  inside  the  Beltway. 

As  we  have  noted  over  and  over  again,  and  as  I  am  sure  will 
arise  in  the  testimony  today,  we  do  have  very  tough,  difficult,  grim 
budgetary  projections  which  are  going  to  demand  a  fairly  radical 
restructuring  of  the  way  government  carries  its  business  out  in 
Washington. 

The  budget  deficit  will  be  a  little  better  this  year,  but  by 
everybody's  projections,  will  continue  to  grow  next  year,  the  year 
after  that,  and  the  year  after  that.  We  will  hear  about  and  talk 
about  block  grant  proposals  today,  and  that  will  bring  Government 
closer  to  the  people,  and  hopefully  will  result  in  what  we  all  want 
to  achieve  and  that  is  a  leaner  but  more  efficient  Government,  and 
such  programs,  hopefully  in  the  process,  will  also  save  over  time 
money. 

Our  challenge  in  the  United  States  Senate,  Congress  is  to  review 
the  vast  array  of  Federal  programs  and  determine  which  ones  can 
be  restructured  so  that  the  same  services  or  a  similar  level  of  serv- 
ices can  be  delivered  in  a  more  efficient  manner,  and  ultimately  for 
less  cost. 

Mr.  Chairman,  when  creative  people  are  faced  with  problems, 
they  figure  out  how  to  solve  them.  That  is  why  we  are  here  today, 
to  listen  to  your  thoughts  on  how  we  might  address  these  difficult 
challenges  before  us.  I  look  forward  to  hearing  the  testimony  from 
all  the  witnesses  in  this  regard.  Thank  you. 

Chairman  DOMENICI.  Thank  you.  Senator  Frist. 

We  are  just  slightly  behind  time,  but  I  am  sure  we  are  going  to 
be  all  right.  Governor  Johnson  is  in  Albuquerque  visiting  Kirtland 
Air  Force  Base  with  some  of  the  BRAC  Commissioners  and  BRAC 
Commission  staff.  He  sent  me  word  that  he  would  ask  Lieutenant 
Governor  Walter  Bradley  to  open  our  hearings  with  a  statement  re- 
garding the  subject  matter. 

I  am  very  pleased  that  you  could  come.  Lieutenant  Governor,  de- 
lighted and  all  three  of  us  welcome  you.  You  may  proceed  and  we 
will  try  to  keep  you  to  7  minutes,  if  you  do  not  mind. 

STATEME^^^  of  HON.  WALTER  BRADLEY,  LIEUTENANT 
GOVERNOR,  STATE  OF  NEW  MEXICO 

Mr.  Bradley.  Thank  you,  Mr.  Chairman,  Senators.  On  behalf  of 
the  Governor  and  myself  and  the  State  of  New  Mexico,  of  course, 
we  welcome  you  here.  After  my  presentation,  I  have  got  some  New 
Mexico  pins.  I  noticed  that  Senator  Domenici  is  carrying  our  stand- 
ard ones,  and  you  have  got  a  little  bigger  ones,  so  we  are  going  to 
make  you  just  as  standard  as  Senator  Domenici  and  get  you  the 
right  pins. 

Chairman  Domenici.  The  only  thing  is,  I  went  out  of  my  way  to 
buy  them  these  bigger  ones. 

Mr.  Bradley.  Senator,  I  also  noticed  in  their  testimony  that  they 
are  here  spending  money. 

Chairman  DoMENici.  That  is  right. 
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Mr.  Bradley.  We  like  for  the  Michigan  and  Tennessee  folks  to 
come  over  here. 

This  is  an  exciting  time  for  all  of  us.  It  sounds  like  in  your  open- 
ing remarks  that  you  have  taped  some  of  Governor  Johnson  and 
my  conversations  about  Government  and  where  we  are  headed  and 
what  we  are  looking  forward  to. 

We  feel  that  November  8,  1994  started  a  revolution  in  this  coun- 
try and  it  is  just  the  beginning.  This  country  is  tired  of  big  govern- 
ment; they  are  tired  of  a  government  that  seems  to  infringe  on  our 
personal  lives,  our  business  lives,  and  has  gone  from  being  a  serv- 
ice to  being  a  dictator. 

We  view  these  new  budget  hearings  that  you  are  having  as  an 
opportunity  for  the  States  to  form  partnerships  and  go  to  work 
with  the  citizens.  The  partnerships  we  envision  forming  are  with 
the  Federal  Government,  with  the  cities,  the  counties,  the  advocacy 
groups,  the  citizens,  and  let  us  do  what  we  know  we  can  do  in  New 
Mexico. 

You  are  talking  medicaid,  probably  one  of  our  biggest  problems 
in  this  State.  The  administration  of  it  is  horrendous,  in  our  view. 
The  strings  that  come  with  it  are  overburdening.  The  duplication, 
if  you  will,  the  borderlines  in  the  programs  from  the  Federal  level 
down  here,  we  believe  that  we  can  refine  these  and  put  them  into 
one  program,  if  you  will  do  what  we  hope  that  you  are  embarking 
on  doing,  and  that  is,  give  us  the  money  with  very,  very,  very  mini- 
mum strings  attached  to  it. 

Let  us  adapt  programs  to  our  State.  Let  us  make  it  happen  for 
our  citizens.  We  happen  to  be  the  fifth  largest  State  in  the  union, 
and  we  have  1.6  million  population  that  is  spread  out  all  over  this 
State.  We  kind  of  view  it  this  way:  each  one  of  the  cities  and  towns 
in  our  State — and  it  probably  averages  100  miles  between  tovms — 
has  their  own  economies  that  are  different. 

Albuquerque's  economy  is  totally  different  from  Clovis,  New  Mex- 
ico or  from  Jal  or  Las  Cruces.  Well,  to  put  a  program  from  Santa 
Fe  that  says  this  is  good  for  all  these  cities  is  virtually  impossible 
because  of  the  different  structures. 

For  you  in  Washington  to  put  out  a  program  that  says  this  is 
good  for  all  50  States  is  virtually  impossible.  We  believe  that  you 
are  going  to  have  to  put  some  care  into  these  block  grants  that 
gives  some  leeway  and  flexibility  for  each  State  to  communicate 
with  you  to  design  what  they  need. 

One  factor  that  does  not  pertain  to  urban  areas  but  does  to  New 
Mexico  is  transportation.  In  health  care,  how  do  we  get  our  rural 
people  to  the  proper  medical  service?  Well,  in  a  lot  of  programs, 
transportation  is  not  even  accounted  for,  but  if  it  says  you  have  got 
to  drive  100,  150  miles  to  get  to  a  doctor,  you  need  to  account  for 
that.  But  in  a  lot  of  States  you  don't  have  that  problem.  In  New 
Mexico,  we  do  and  it's  expensive. 

We  are  also  47th  in  the  Nation  in  per  capita  income,  so  we  are 
one  of  the  poorest  States,  and  approximately  a  third  of  our  popu- 
lation is  at  or  near  the  poverty  level.  We  need  to  provide  health 
care  for  those  people,  but  in  order  to  maximize  the  dollars,  to 
streamline,  we  have  to  have  the  flexibility  to  make  it  happen. 

I  am  going  to  submit  to  you  that  the  people  in  the  State  of  New 
Mexico  and  across  this  Nation  are  basically  fed  up.  They  want  the 
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change,  but  they  want  the  service  to  come  to  them.  I  will  give  you 
a  little  example  because  I  am  going  to  submit  that  the  biggest 
problem  that  we  are  going  to  have  is  not  between  you  as  legislators 
and  us  as  executives  and  legislators;  it  is  going  to  be  with  the  bu- 
reaucracy. 

Time  after  time,  we  see  that  you  pass  good  laws.  You  put  this 
block  grant  program  together,  and  then  it  goes  to  the  bureaucracy 
for  implementation,  and  with  that  comes  regulations.  With  those 
regulations,  which  have  the  effect  of  law,  comes  the  killers. 

Solid  waste  programs.  I  know  the  legislation  you  passed.  The 
regulations  that  were  put  together  are  creating  tremendous  prob- 
lems in  the  State  of  New  Mexico.  We  are  actually  running  small 
communities  out  of  existence  in  this  State  through  your  Solid 
Waste  Program,  the  regulations  through  EPA. 

I  will  cite  one  quick  example  for  you.  Just  a  few  months  ago,  I 
was  on  the  way  to  Clayton,  New  Mexico,  and  on  the  radio  I  heard 
that  the  EPA  has  now  discovered  that  the  aroma  of  baking  bread 
contains  ethanol  and  that  is  dangerous  for  us. 

So  EPA  in  all  of  its  infinite  wisdom  is  going  to  write  regulations 
on  how  to  bake  bread.  Now,  I  will  submit  to  you 

Chairman  DOMENICI.  They  have  decided  not  to. 

Mr.  Bradley.  Have  they  decided  not  to? 

Chairman  DOMENICI.  Yes. 

Mr.  Bradley.  Good.  Because  my  question  after  hearing  that  was, 
just  point  out  one  person  that  has  died  from  smelling  baking  bread, 
and  I  happen  to  love  that  stuff. 

But  I  do  not  believe  that  any  one  of  you  or  your  colleagues  wrote 
any  legislation  that  asked  EPA  to  even  check  into  this,  but  this  is 
how  it  goes  out  of  control  and  this  is  why  people  are  concerned.  The 
problem  is  not  going  to  be  what  you  propose  and  what  you  put  into 
the  law.  The  problem  is  going  to  be  if  you  drop  the  ball  and  do  not 
follow  up  with  the  regulations,  see  where  those  regulations  are 
going,  this  whole  program  will  fail.  You  have  to  work  both  sides  of 
the  fence  on  these  issues. 

We  are  very  excited  about  it.  We  are  already  in  the  process  of 
streamlining  State  government  in  the  State  of  New  Mexico.  The 
Cabinet  Secretaries  who  are  going  to  testify  for  you  today  have  al- 
ready been  given  charges.  We  are  looking  how  we  are  going  to 
make  our  government  more  cost  efficient,  reduce  State  government 
employment  and  expenditures,  but  put  the  money  out  into  the  serv- 
ice to  the  citizens.  That  is  what  we  are  after. 

So  we  are  very  excited.  We  believe  it  is  an  opportunity  that  is 
long  overdue.  It  is  time  for  the  States  to  have  their  authority  back. 
We  believe  we  have  sat  back  for  too  long  and  allowed  the  Federal 
Government  to  take  over  and  we  want  it  back.  We  know  that  a  lot 
of  you  ran  on  those  campaigns  and  we  are  very,  very  excited  about 
it. 

I  think  you  are  going  to  enjoy  the  testimony  today.  We  look  for- 
ward to  working  with  you  in  these  partnerships,  and  we  can  make 
it  happen.  It  is  up  to  us,  it  is  up  to  you,  and  let's  go  do  it  for  the 
citizens  of  New  Mexico  so  that  they  get  their  service. 

Thank  you,  Mr.  Chairman.  I  will  be  happy  to  stand  for  any  ques- 
tions. 
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Chairman  DOMENICI.  Thank  you  very  much,  Lieutenant  Gov- 
ernor Bradley. 

Might  I  just  ask  if  either  Senator  has  any  questions  first. 

Senator  Abraham.  No,  go  ahead. 

Chairman  DOMENICI.  Actually,  I  just  wanted  to  suggest  that  we 
might  continue  an  ongoing  kind  of  dialogue  with  your  Cabinet, 
with  the  Governor  and  you,  and  those  within  the  Cabinet  ranks 
that  are  familiar  with  the  programs.  We  do  have  some  time  and 
everybody  should  know  this.  Regardless  of  what  block  grants  or  re- 
forms the  House  passed,  the  Senate  has  not  passed  any  of  those, 
so  we  have  to  start  anew  in  our  place. 

We  will  take  many  of  them  for  starters,  but  we  ought  to  be  get- 
ting input  from  our  States  and  me  from  my  State.  I  want  to  know 
every  time  we  talk  about  it  what  is  fair  because  what  I  am  really 
concerned  about  is  that  in  the  process  of  reshaping  Government 
and  trying  to  spend  what  we  take  in  and  no  more  as  a  people,  that 
we  be  as  fair  as  we  can.  That  is  very,  very  important. 

So  I  would  hope  that  you  all  would  express  the  same  thing  to 
your  Cabinet  people. 

Mr.  Bradley.  Yes;  we  have  and  are. 

Chairman  DOMENICI.  We  want  to  make  sure  if  we  have  grants 
for  the  poor,  that  it  goes  to  poor;  and  it  goes  to  people  who  are  in 
need  of  a  certain  kind  of  education,  that  it  goes  there.  I  would  just 
ask  if  we  could  expect  that  of  the  Governor's  Office,  that  would  be 
wonderful  for  me  in  trying  to  represent  you  during  these  times. 

Mr.  Bradley.  Mr.  Chairman,  Senators,  it  is  our  intent  that  all 
of  our  Cabinet  Secretaries  continue  this  dialogue,  as  I  referenced 
in  my  opening  remarks,  the  partnership,  if  you  will.  If  we  do  not 
dialogue  with  each  other,  if  we  do  not  know,  if  we  cannot  tell  you, 
there  is  a  problem  and  let's  resolve  it  together,  we  are  not  going 
to  make  it  happen. 

We  have  already  instructed  our  Cabinet  members,  this  is  very 
exciting  and  I  think  you  are  going  to  hear  very  optimistic  dialogue 
today,  as  well  as  some  concerns  that  are  there.  So  yes,  Mr.  Chair- 
man, we  are  very  interested  in  that  partnership. 

Chairman  DOMENICL  One  last  observation.  Lieutenant  Governor 
and  Cabinet  people  who  are  here.  As  these  groups  served  in  New 
Mexico  come  and  talk  with  me  and  express  their  concerns,  and 
there  is  room  for  concern,  one  of  the  big  concerns  is  that  if  block 
grants  are  put  into  effect,  that  since  they  have  been  in  the  position 
for  a  number  of  years  of  championing  programs  and  have  a  lot  of 
dialogue  with  the  current  people  that  administer  the  program,  they 
seek  an  opportunity  to  exchange  views  and  see  how  the  programs 
are  going  to  be  put  together  by  State  government  in  a  similar  type 
representative  mode  or  for  those  groups  and  people  they  represent. 

I  would  just  urge.  Lieutenant  Governor,  that  you  work  very  hard 
to  see  that  that  is  granted  to  people  because  they  are  more  worried 
about  being  shut  out  at  State  government  at  this  point,  I  think, 
from  the  little  I  have  heard  from  them. 

They  are  almost  more  worried  about  that  than  they  are  worried 
about  the  Federal  Government,  and  I  think  you  have  to  collectively 
dispel  the  notion  that  you  are  not  going  to  work  with  the  groups 
that  have  been  working  on  these  programs  and  doing  so  much  to 
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make  sure  they  are,  as  recipients  of  the  benefits,  that  they  are 
treated  right. 

Mr.  Bradley.  Exactly.  Mr.  Chairm£in,  we  have  already  started 
the  dialogue.  Governor  Johnson's  door  is  open  to  any  of  the  advo- 
cates at  any  time.  We  publish  our  numbers.  We  do  visit  with  them. 
I  do  not  know  that  he  has  ever  shut  a  door  on  anyone. 

But  at  the  same  time,  working  with  these  people,  we  have  got 
to  get  into  real  numbers.  We  are  talking  about  doing  real  change. 
We  are  not  talking  about  percentages.  I  do  not  want  to  talk  per- 
centages; I  want  to  talk  real  numbers.  How  msuiy  people  are  need- 
ed? How  many  people  need  the  service  and  what  do  we  need  to  de- 
liver to  them? 

That  is  the  dialogue  we  want  with  these  groups  and  that  is  what 
we  expect  to  have,  and  we  are  going  to  get  it  because  without  their 
participation  in  this  partnership,  again  it  will  not  either.  So  we  are 
open  to  it,  Mr.  Chairman. 

Chairman  Domenici.  Thank  you  very  much.  Anything  further, 
Senators? 

Senator  Frist.  Grovernor  Bradley,  just  a  quick  question. 

Medicaid — we  are  going  to  talk  about  that  later  in  this  hearing, 
but  as  a  percentage  of  the  total  State  budget,  what  is  it?  Do  you 
know,  sir? 

Mr.  Bradley.  Medicaid  is  almost — I  don't  know  the  exact  num- 
ber. 

Mr.  Harris.  Our  total  State  budget  is  about  $3  billion.  It's  $1.2 
billion  in  medicaid  and  AFDC  and  education  benefits,  so  it  rep- 
resents about  a  third  of  our  total  general  fund  budget. 

Senator  Frist.  Again,  we  will  go  into  it  more  specifically  later, 
but  if  for  a  block-type  grant  for  medicaid,  would  you  be  comfortable 
with  restrictions  taken  off  that  same  amount  of  money  this  year  if 
you  were  allowed  to  carry  out  your  Medicaid  Program  100  percent 
as  you  wanted  to? 

Mr.  Bradley.  Mr.  Chairman,  Senator  Frist,  in  our  opinion,  and 
vou  are  going  to  hear  this,  it  is  very  critical  that  we  use  as  a  base- 
line 1995,  and  yes,  if  we  were  allowed,  I  think  we  can  administer. 
If  you  pull  those  strings  and  we  had  that  aunount  of  money,  we 
could  make  it  work  and  save  money. 

The  one  thing  that  we  would  also  like  to  see  in  that  context  is 
that  you  do  not  penalize  us  for  saving  money.  Let  us  work  the  pro- 
gram and  work  a  partnership  with  you,  but  do  not  penalize  us 
whenever  we  make  the  savings,  because  we  are  going  to  need  a  re- 
serve, also,  at  some  point.  If  our  economy  should  switch  and  turn, 
the  $1.2  billion  could  be  up  or  down,  and  we  need  to  be  able  to 
work  with  that. 

But  yes,  I  feel  comfortable,  in  talking  with  our  Cabinet  people, 
that  we  could  make  the  programs  work  if  we  look  at  this  year's 
baseline  budget. 

ChairmEui  Domenici.  Could  I  get  a  clarification  of  the  $1.2  billion 
out  of  your  $3  billion? 

Mr.  Bradley.  Yes,  sir. 

Chairman  Domenici.  You  used  the  word  "generate."  He  was  ask- 
ing how  much  of  State  dollars  do  you  spend. 

Mr.  Harris.  How  much  State  money  do  we  use  to  match  these 
Federal  dollars?  Mr.  Chairman,  in  my  testimony  that  I  am  going 
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to  give  later,  I  have  some  pie  charts  that  depict  the  State  amounts 
that  match  the  Federal  dollars.  I  am  sorry.  I  did  not  understand 
that.  I  thought  you  just  wanted  a  perspective,  the  Federal  versus 
the  State. 

Mr.  Bradley.  Mr.  Chairman,  Senators,  this  is  Secretary  David 
Harris  of  DFA. 

Chairman  DOMENICI.  Yes,  sir.  I  read  your  testimony  and  it  is 
very  good. 

Senator  Abraham.  I  would  just  ask  one  question. 

We  are  going  to  hear,  I  know,  from  your  Cabinet  members,  so 
each  of  them  will  probably  pick  their  own  story  to  tell  about  your 
dealings  with  the  Federal  Government. 

But  as  you  and  the  Cabinet  and  the  Governor  have  sat  around, 
if  you  were  to  establish  a  set  of  program  areas,  which  ones  tend 
to  be  the  biggest  in  terms  of  the  bureaucracy  and  the  regulations? 
If  we  were  going  to  be  looking  at  the  areas  of  block  grants,  which 
ones  would  be  the  biggest? 

Mr.  Bradley.  Well,  obviously,  medicaid  is  the  biggest  one. 

Senator  Abraham.  Sure.  Beyond  that. 

Mr.  Bradley.  Beyond  that,  you  are  looking  at  AFDC,  all  of  these 
that  are  coming  in.  The  biggest  problem  we  have  in  the  Welfare 
System  is  probably  the  AFDC  after  medicaid  and  health  care. 

Senator  Abraham.  This  is  in  terms  of  the  regulations 

Mr.  Bradley.  Yes. 

Senator  Abraham  [continuing].  Making  your  job  much  more  ex- 
pensive and  difficult? 

Mr.  Bradley.  And  it  is  a  hard  one  to  administrate  because  it  is 
a  moving  target.  It  is  never  set.  From  the  Feds  on  the  regulations 
it  is  creating — and  in  general,  let  me  say  that  in  general,  with  all 
of  the  programs,  it  appears  that  most  of  them  are  about  50-50, 
whether  it  is  administrating  or  the  eligibility. 

With  all  due  respect,  you  move  the  eligibility  requirements 
around  a  lot,  too,  and  that  causes  a  problem  for  us.  We  get  going 
and  we  are  spread  out  all  over  the  place,  and  now  we  are  having 
to  retarget  our  eligibilities.  So  it  creates,  regulatory  versus  eligi- 
bility, about  50-50. 

Chairman  DOMENICL  But  that  is,  in  a  sense,  part  of  the  regu- 
latory part  of  the  problem. 

Mr.  Bradley.  It  is  all  part  of  the  regulatory,  yes,  it  is. 

Chairman  DOMENICL  Thank  you  very  much  for  coming. 

Mr.  Bradley.  Thank  you,  Mr.  Chairman. 

Chairman  DOMENICL  If  you  have  some  testimony  you  wanted  to 
be  made  part  of  the  record 

Mr.  Bradley.  This  was  Governor  Johnson's  that  I  would  like  to 
submit  to  you. 

Chairman  DOMENICL  It  will  be  made  part  of  the  record. 

[The  prepared  statement  of  Governor  Johnson  follows:] 
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STATEMENT  OF  GARY  E.  JOHNSON,  GOVERNOR  OF  NEW  MEXICO 
TUESDAY  APRIL  18,  1995 

Mr.  Chairman,  members  of  the  committee,  thank  you  for  having  me  here  today  to  testify  before 
this  committee. 


There  is  no  doubt  that  one  of  the  driving  forces  for  reforming  the  welfare  system  in  this  country 
is  that  now  is  the  time  to  get  our  financial  house  in  order.  It  is  also  true  that  the  people  of  this 
great  nation  have  lost  confidence  in  the  welfare  system.  What  began  as  an  effort  to  eliminate 
poverty  has  evolved  into  a  poverty  trap  -  like  a  black  hole  in  outer  space  capturing  an  object  into 
its  gravitational  hold  that  it's  impossible  to  escape,  so  has  our  welfare  system  become.  What 
began  as  an  effort  to  strengthen  communities  is  now  a  force  that  divides  communities.  What 
began  as  a  system  to  help  those  in  need,  has  become  a  system  designed  to  create  need.  Clearly 
it's  time  to  change  the  system.  It's  time  to  bring  a  return  to  a  spirit  of  commimity  where 
neighbors  help  one  another.  It's  time  to  realize  that  compassion  is  not  measured  by  how  much 
money  is  appropriated  into  a  budget  line  item,  but  rather  its  measured  by  how  many  people  are 
returned  to  productive  fulfilling  lives.  It's  time  to  let  the  states  determine  their  own  destinies 
rather  than  letting  Washington,  D.  C.  play  god  with  its  holier  than  thou  attitudes. 

In  reforming  the  welfare  system  and  returning  administration  and  control  to  the  states,  we  in  New 
Mexico  stand  ready  to  meet  the  challenges  of  doing  more  with  less  total  dollars.  We  wjmt  to  find 
creative  and  innovative  ways  to  change  this  system  and  continuing  to  help  those  who  are  truly 
needy.  My  concern  is,  however,  that  we  do  not  find  ourselves  saddled  with  compliance  and 
reporting  requirements  that  are  continually  adjusted  and  added  onto  -  thus  becoming  unfunded 
federal  mandates.  We  are  willing  to  trade  off  less  money  for  more  control.  We  are  willing  to 
trade  off  less  money  for  less  cumbersome  regulations.  We  are  willing  to  make  this  trade  off 
because  we  know  that  we  can  still  do  our  jobs,  the  regulations  we  deal  with  now  add  to  the  costs 
of  administrating  the  programs.  But  we  will  not  tolerate  less  money  smd  more  strings  attached. 
It  would  be  the  height  of  irresponsibility  for  Congress  to  allow  this  to  happen,  and  it  would  be  a 
slap  in  the  faces  of  those  very  people  who  voted  for  sweeping  change. 
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We  must  have  flexibility  in  running  our  programs  if  we  are  to  be  effjcient  and  effective.  Without 
nexibility  there  is  no  reform.  Let's  be  honest,  who  is  better  at  determining  what's  best  for  New 
Mexico's  needs  than  New  Mexicans.  We  have  to  live  with  what  we  decide,  and  we  should 
determine  how  we  help  our  people.  After  all  it  is  our  neighbors,  our  sons,  our  daughters  we  help. 
These  are  people  with  names  and  faces,  not  just  some  numbers  for  a  statistician  in  Washington 
D.  C.  to  compile.  Many  of  the  proposals  from  the  House  of  Representatives  make  good  sense, 
but  1  fear  the  strings  they  attach  do  not  take  into  account  the  differences  among  the  states.  They 
present  good  solutions  for  states  whose  populations  are  in  predominantly  urban  areas  -  but  two- 
thirds  of  our  state's  population  lives  in  rural  communities.  Many  of  these  people  have  no 
transportation,  and  live  hundreds  of  miles  from  the  nearest  area  where  there  is  economic  activity. 
The  numbers  mandated  in  the  Contract  with  America  do  not  account  for  these  differences,  and 
any  final  welfare  reform  legislation  must  account  for  this,  or  New  Mexico,  already  one  of  the 
poorest  states,  may  slip  even  further. 

In  New  Mexico,  we  are  ready  to  do  our  part  to  implement  change  and  reform  the  system.  We 
have  already  started  the  dialogue  for  effective  collaboration  among  the  various  agencies  in  state 
government.  Even  now.  Cabinet  Secretaries  are  meeting  on  an  ongoing  basis  for  the  purpose  of 
coordinating  and  implementing  welfare  reform  in  New  Mexico.  Dialogue  with  member  of  the 
legislature  is  beginning,  and  we  plan  on  going  forth  into  the  local  communities,  to  the  advocacy 
groups  and  to  the  non-profit  organizations  for  their  input  and  to  establish  partnerships. 

There  will  be  stiff  resistance  to  changes  in  the  welfare  system  -  change  is  difficult  for  most. 
Let's  also  be  frank  and  honest,  there  are  those  who  have  a  financial  stake  in  what  happens  in 
welfare  reform,  and  I'm  not  talking  about  the  recipients  of  benefits.  You  will  hear  outcry  about 
how  we  are  harming  the  children,  throwing  them  into  the  streets  and  starving  them.  I  can 
confidently  say  that  no  one  in  this  room  wants  to  do  that.  Don't  be  fooled  by  such  scare  tactics 
for  they  are  just  smoke  screens  to  hide  their  true  motivations. 

Chairman  DOMENICL  While  our  next  panel  is  coming  to  the 
table,  we  are  passing  out  these  to  everybody.  If  you  want  to  write 
a  question  down  on  it,  have  it  ready.  If  we  do  not  get  them  an- 
swered at  the  end  of  the  session,  we  will  take  them  and  answer 
them  in  writing. 

Our  next  panel  is  Dorothy  Danfelser,  Secretary  of  the  Depart- 
ment of  Human  Services;  Heather  Wilson,  Secretary  of  the  Depart- 
ment of  Children,  Youth  and  Families;  David  Harris,  Secretary  of 
the  Department  of  Finance  and  Administration;  and  Alan  Morgan, 
State  Superintendent  of  Schools. 

We  are  going  to  proceed  with  you  on  the  sequence  that  I  read  off 
your  names,  so  Dorothy  Danfelser,  New  Mexico  Department  of 
Human  Services,  will  you  start?  Thank  you  so  much  to  all  four  of 
you  for  coming. 
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STATEMENT  OF  DOROTHY  A.  DANFELSER,  SECRETARY, 
DEPARTMENT  OF  HUMAN  SERVICES,  STATE  OF  NEW  MEXICO 

Ms.  DANFELSER.  Mr.  Chairman  and  distinguished  members  of 
the  Senate  Budget  Committee,  thank  you  for  holding  these  hear- 
ings and  for  giving  us  the  opportunity  to  testify  on  the  proposed 
measures  for  welfare  reform.  We  consider  it  a  privilege  and  an 
honor  to  come  before  our  Senior  Senator,  Pete  Domenici. 

The  New  Mexico  Human  Services  Department  welcomes  the  op- 
portunity to  reform  the  delivery  of  welfare  benefits  in  New  Mexico 
through  the  implementation  of  block  grants.  Increased  program 
flexibility  will  enable  Human  Services  to  work  with  community  re- 
sources to  develop  jobs,  training  programs,  and  health  services  in 
order  to  prevent  tne  cycle  of  poverty  from  capturing  present  and  fu- 
ture generations. 

The  Human  Services  Department  has  1,500  employees  in  over  50 
offices  and  facilities  located  through  the  State.  New  Mexico,  the 
fifth  largest  State  geographically,  has  only  1.6  million  population 
which  is  clustered  along  the  Rio  Grande  and  scattered  throughout 
the  State. 

We  serve  approximately  245,000  individuals  in  88,000  cases,  or 
about  17  percent  of  the  New  Mexico  population.  About  75  percent 
of  our  $1.2  billion  budget  comes  from  Federal  sources.  Our  mission 
is  to  lead  in  welfare  reform  by  developing  public  and  private  part- 
nerships that  promote  self-reliance  and  self-sufficiency.  Our  mis- 
sion is  to  also  serve  vulnerable  populations.  Whatever  we  do  in 
welfare  reform,  these  responsibilities  must  be  balanced. 

Without  a  doubt,  welfare  reform  is  one  of  the  most  critical  issues 
facing  our  Nation  today.  Citizens  are  frustrated  with  what  they 
view  as  ever-growing,  out  of  control  progrsmis  that  result  in  trap- 
ping people  in  poverty  with  little  or  no  hope  of  escape. 

We  welcome  the  prospects  of  block  grants  which  provide  greater 
fiexibility  and  the  opportunity  to  design  our  own  public  assistance 
systems.  New  Mexicans  know  what  New  Mexico  needs.  Senators, 
you  will  hear  from  others  who  will  say  that  States  are  not  capable 
of  administering  programs  to  help  those  who  cannot  help  them- 
selves. 

You  will  hear  claims  that  if  any  programs  are  changed,  we  will 
be  harming  children.  You  will  hear  claims  that  Federal  oversight 
is  necessary  to  ensure  that  we  will  not  leave  anyone  out. 

I  would  like  to  say  that  none  of  these  claims  are  true.  Most  of 
the  innovative  ideas  in  welfare  reform  are  coming  from  the  States 
themselves.  I  also  believe  that  we  indeed  are  capable  of  administer- 
ing our  own  programs  in  a  fair  and  non-discriminatory  manner. 

We  welcome  and  look  forward  to  the  promise  of  flexibility  £uid 
the  chance  to  determine  our  own  destiny.  The  most  burdensome 
part  of  operating  any  Federal  program  is  the  regulatory  climate. 
We  believe  we  can  do  more  with  less  total  dollars  if  we  are  indeed 
allowed  the  flexibility  and  are  not  over-burdened  with  compliance 
requirements. 

I  will  limit  my  oral  testimony  to  the  areas  of  cash  assistance  and 
child  support  enforcement.  Bruce  Weydemeyer  will  address  medic- 
aid issues  during  Panel  3. 

Relative  to  Title  I,  which  is  the  Cash  Assistance  Block  Grants, 
we  support  Congress's  desire  to  cap  program  growth.  The  critical 
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path  for  us  will  be  that  it  will  be  done  with  consideration  for  vari- 
ations in  population  growth  and  demographics,  as  well  as  economic 
status  and  infrastructure. 

We  support  program  performance  standards  that  require  partici- 
pation in  training  and/or  work  related  activities  or  community  serv- 
ices with  discretion  to  the  States  for  specifics. 

Statutory  language  relative  to  the  definitions  of  families  should 
be  defined  by  the  States.  While  no  provision  is  carried  forward  for 
tribal  programs,  we  recommend  tribes  have  responsibility  for  both 
cash  and  work  program  aspects  of  the  block  grant  on  the  reserva- 
tions, and  that  the  State  would  continue  to  assume  responsibility 
for  those  not  living  on  the  reservations. 

Title  IV  is  the  restricting  welfare  for  immigrants.  Service  to  legal 
and  illegal  aliens  is  a  major  issue  for  New  Mexico.  More  work 
needs  to  be  done  between  the  Federal  Government  and  the  States 
to  define  responsibilities  and  to  develop  the  specifics  of  an  effective 
reform  package. 

The  Commodities  and  Food  Stamp  Program  changes  in  Title  V, 
including  the  program  integrity  provisions,  move  towards  sim- 
plification which  is  in  the  interest  of  improved  program  administra- 
tion. 

Title  VII  amends  and  adds  additional  requirements  to  the  Child 
Support  Enforcement  Program.  New  Mexico  is  a  leader  in  child 
support  enforcement  and  has  consistently  ranked  above  the  Na- 
tional average  in  every  major  category  including  collections,  pater- 
nities established,  support  orders  established,  and  absent  parents 
located. 

In  1994,  New  Mexico  established  a  path-breaking  agreement 
with  the  Navajo  Nation  to  provide  a  complete  array  of  child  sup- 
port services  administered  by  the  Navajo  Nation  with  technical  and 
policy  support  from  Human  Services. 

While  New  Mexico  recognizes  the  potential  burdens  created  by 
the  shifting  of  program  data  that  impacts  system  certification  dead- 
lines, we  embrace  every  opportunity  to  enhance  our  enforcement 
operations.  We  see  this  as  one  of  the  major  ways  of  preventing  the 
need  for  public  assistance. 

One  of  the  miscellaneous  provisions  of  Title  VIII  is  the  Electronic 
Benefits  Transfer  Program.  As  you  know.  New  Mexico  has  been  a 
leader  in  the  development  of  the  EBT  Program.  While  John  Waller 
will  present  testimony  tomorrow  on  EBT,  I  want  to  stress  to  you 
today  that  we  urge  you  to  exempt  EBT  Programs  from  compliance 
with  Regulation  E  of  the  Federal  Banking  Code.  Compliance  with 
Regulation  E  places  an  undue  burden  on  the  States. 

For  welfare  reform  to  be  successful,  we  must  look  at  the  preven- 
tion side  of  the  equation. 

Chairman  DOMENICI.  Before  you  go  to  that,  let  me  just  tell  you 
on  the  compliance  requirements  for  electronic  benefit  management, 
there  is  a  bill  working  its  way  through  right  now,  and  I  have  every 
reason  to  believe  it  will  pass  and  pass  soon. 

Ms.  Danfelser.  Thank  you. 

Chairman  DoMENici.  I  do  not  know  where  our  two  Senators  are 
on  that,  but  I  used  to  be  on  that  Banking  Committee,  so  I  did  co- 
sponsor  it  the  other  day,  so  I  am  quite  sure  it  is  going  through, 
from  what  they  told  me. 
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Ms.  Danfelser.  Thank  you. 

Again,  we  must  look  at  the  prevention  side  of  the  equation.  We 
already  know  about  the  benefits  of  prevention  in  medicine:  An 
ounce  of  prevention  is  worth  a  pound  of  cure.  New  Mexico  is  seek- 
ing to  implement  a  Managed  Care  System  for  indigent  health  care 
needs.  This  model  for  New  Mexico  will  emphasize  the  primary  care, 
early  intervention,  prevention  aspects  of  a  health  system,  not  sim- 
ply a  medical  system. 

We  do  not  want  to  reward  parents  for  sexual  irresponsibility,  yet 
at  the  same  time,  we  do  not  want  to  punish  the  children  for  their 
parents'  actions.  How  best  to  find  the  right  balance  here  will  be  the 
topic  of  considerable  discussion  at  the  State  level. 

Child  support  enforcement  targets  parents  who  fail  to  take  finan- 
cial responsibilities  for  the  children  they  bring  into  this  world.  We 
will  increase  these  efforts  in  order  to  prevent  families  from  having 
to  access  welfare. 

The  promotion  of  economic  growth  and  the  targeting  of  training 
programs  will  increase  the  employment  rolls  and  decrease  the  wel- 
fare roles. 

The  development  of  local  child  care  cooperatives  will  not  only 
provide  a  safe  place  for  children,  but  will  also  provide  an  oppor- 
tunity for  educating  and  supporting  families. 

With  the  ability  to  access  the  electronic  information  super- 
highway, residents  in  rural  New  Mexico  can  begin  their  own  busi- 
nesses and  cottage  industries.  We  must  create  a  climate  that  is 
friendly  to  these  new  businesses.  All  levels  of  government  must 
work  proactively  to  create  this  business-friendly,  employer-friendly 
environment. 

Mr.  Chairman,  in  conclusion,  I  want  to  restate  that  we  need  wel- 
fare reform  in  this  country.  For  too  long,  people  have  been  trapped 
in  poverty  across  generational  lines.  We  are  ready  and  capable  of 
working  with  block  grants,  designing  a  system  that  meets  New 
Mexico's  needs,  and  doing  our  part  to  help  people  get  back  on  their 
feet. 

I  would  caution  the  Senators  that  we  must  not  let  these  reforms 
result  in  less  money  with  more  strings  attached.  This  would  con- 
stitute a  balancing  of  the  Federal  budget  on  the  backs  of  the 
States,  a  situation  which  we  don't  want,  nor  should  we  bear. 

I  welcome  the  opportunity  to  use  creative  and  innovative  means 
of  administering  welfare  in  New  Mexico  with  the  goal  of  putting 
more  people  back  to  work. 

Thank  you. 

Chairman  DOMENICI.  Thank  you  very  much. 

[The  prepared  statement  of  Ms.  Danfelser  foUowsr] 
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WRITTEN  TESTIMONY  PRESENTED  TO  THE 

D.S.  SENATE  BUDGET  COMMITTEE 

SANTA  FE,  N.M.,  FIELD  HEARING 

APRIL  18,  1995 


DOROTHY  A.  DANFBLSER,  SECRETARY 
NEW  MEXICO  HUMAN  SERVICES  DEPARTMENT 


WELFARE  REFORM  RECOMMENDATIONS 


INTRODUCTION 

The  New  Mexico  Human  Services  Department  (HSD)  welcomes  the 
opportunity  to  reform  the  delivery  of  welfare  benefits  in 
New  Mexico  through  implementation  of  one  or  more  Block  Grant 
progreuns.   Increased  progreun  flexibility  will  enable  HSD  to  work 
with  its  community  resources  to  develop  jobs,  training  and  health 
care  in  order  to  prevent  the  cycle  of  poverty  from  capturing  this 
and  future  generations.   Program  flexibility  also  will  enable  HSD 
to  coordinate  its  programs  with  those  programs  in  other  state  and 
local  government  agencies. 

HSD  does  have  some  concerns  about  the  Welfare  Reform  legislation 
that  has  passed  the  U.S.  House  of  Representatives  (H.R.  4).   In 
the  remainder  of  this  memorandum  HSD  will  analyze  H.R.  4,  and 
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make  recommendations  to  the  U.S.  Senate  that  will  better  enable 
BSD  to  meet  the  challenge  and  opportunity  of  welfare  reform. 

**************** 
TITLE  I:   CASB  ASSISTANCE  BLOCK  GRANT 

SUMMARY;   B.R.  4  would  delete  the  existing  Title  IV-A  and  the 
current  AFDC  program  in  its  entirety.   Under  Section  104  of  the 
Act,  Title  IV-F  (the  JOBS  program),  would  be  repealed.   AFDC  and 
JOBS  would  be  replaced  with  Temporary  Assistance  for  Needy 
Families. 

The  purposes  of  the  proposed  program  are  to:   (a)  provide 
assistance  to  needy  feunilies  so  children  may  be  cared  for  in 
their  own  homes;  (b)  end  welfare  dependence  by  promoting  work  and 
marriage;  and  (c)  discourage  out-of-wedlock  births. 

These  purposes  are  carried  out  by  establishing  a  progreun  which 
limits  the  eunount  of  time  feunilies  can  receive  benefits  to  no 
more  than  five  years  and  by  establishing  mandates  for  families  to 
participate  in  work  progreuns  and  assist  in  pursuit  of  child 
support.   New  categorical  provisions  are  established  limiting 
provision  of  assistance  to  resident  aliens,  children  born  while  a 
feunily  is  receiving  assistance,  payments  to  children  whose 
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paternity  has  not  been  established,  payments  for  people  who  move 
from  one  state  to  another,  persons  who  defraud  state  programs, 
and  persons  who  are  convicted  felons. 

Rules  for  determining  need  and  amount  of  payment  under  the  new 
progreun  are  left  largely  to  state  discretion. 

The  state  is  required  to  ensure  that  most  of  those  assisted  under 
the  program  also  participate  in  work  programs.   Under  Section 
404(a)  states  must,  by  the  year  2003,  have  50%  of  all  single 
parent  families  and  90%  of  all  two-parent  families  participating 
in  a  work  program  activity  at  least  35  hours  per  week,  at  least 
2  0  hours  per  week  of  which  must  be  in  work  or  work  experience. 

BACKGROUND:   Federal  financial  support  for  the  program  is 
severely  reduced.  During  the  current  fiscal  year  it  is  estimated 
that  New  Mexico  will  spend  roughly  $155  million  in  federal  funds 
in  the  AFDC  and  JOBS  programs.   Current  provisions  under 
consideration  would  provide  $117.7  million  in  federal  funds  for 
FY-96  to  the  states.   This  is  a  reduction  of  almost  25%  from 
current  federal  support  levels. 

GOALS  AND  SUCCESSES:   New  Mexico  currently  has  some  34,500 
families  receiving  AFDC  each  month,  of  which  some  1500  are  two 
parent  feimilies.  The  average  family  consists  of  three  persons  and 
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receives  about  $370  per  month.   AFDC  payments  are  equivalent  to 
37%  of  the  federal  poverty  level. 

Currently  almost  70%  of  New  Mexico's  AFDC  payments  are  issued 
through  EBT.   We  anticipate  that  the  entire  AFDC  caseload  will  be 
converted  to  EBT  by  the  end  of  1995. 

In  New  Mexico,  about  8800  persons  per  month  participate  in  the 
JOBS  prograun.   Of  these,  about  65%  are  involved  in  some  form  of 
employment-oriented  education  or  vocational  training.   New 
Mexico's  JOBS  program  has  set  an  expectation  for  at  least  a  high 
school  degree  or  equivalency,  with  many  pursuing  two  and  four 
year  post-secondary  degrees.   By  linking  with  the  state's 
education  system  this  is  being  achieved  at  little  or  no  cost  to 
the  JOBS  prograun. 

New  Mexico  has  for  many  years  recognized  that  subsistence  on  AFDC 
is  not  an  acceptable  life  goal.   We  have  looked  to  employment  and 
child  support  as  the  only  hope  for  achieving  self-sufficiency.  We 
have  pursued  an  investment  strategy  in  the  JOBS  program  with  the 
expectation  that  parents  with  adequate  education  and  training 
will  be  able  to  support  themselves.   To  achieve  maximum  prograim 
effectiveness  we  administer  JOBS  and  the  Food  Staunp  Eduction  and 
Training  (E&T)  program  as  a  single  program,  but  with  differing 
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activities  corresponding  to  the  differing  needs  of  the  AFDC  and 
Food  Steunp  caseload. 

RECOMMENDATIONS:   New  Mexico  offers  the  following  recommendations 
to  best  achieve  successful  Welfare  Reform  in  these  areas: 

1.    Funding.   We  believe  that  Congress  should  cap  progrcun 

growth  rather  than  cutting  back  on  it.   For  that  reason 
funding  levels  should  equal  costs  during  the  federal 
fiscal  year  immediately  preceding  the  progreun  effective 
date. 

A  specific  cap  on  administrative  costs  is  not  currently 
incorporated  in  the  Act.   We  recommend  that  no  such  cap 
be  established.   While  the  State  contemplates  low 
administrative  costs,  an  arbitrary  limit  may  run 
counter  to  effective  progreun  implementation  and 
experimentation.   For  instance,  high  administrative 
costs  may  result  from  changing  data  processing  systems 
or  from  a  conscious  decision  to  channel  more  funds  into 
work  program  activities  which  will  improve  client 
outcomes,  but  which  would  be  defined  as  administrative 
costs.   A  State's  decision  to  pursue  either  avenue 
could  be  precluded  by  an  arbitrary  administrative  cap. 
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2.  Work  Program  Performance  Standards.   A  State's  ability 
to  develop  a  work  program  should  not  be  hobbled  by 
program  standards  requiring  unrealistically  high 
proportions  of  recipients  to  be  engaged  in  work.   For 
exeunple,  nearly  two-thirds  of  New  Mexico's  residents 
live  in  rural  areas  where  there  is  no  infrastructure  to 
support  employment.   New  Mexico  instead  recommends  that 
states  have  more  general  participation  standards 
coupled  with  length  of  st^y  requirements  which  would 
allow  New  Mexico  to  develop  programs  focused  on  the 
needs  of  that  state's  clientele. 

3.  Limitation  on  Federal  Authority.   The  Act  places 
statutory  limitations  on  federal  regulatory  authority. 
We  are  encouraged  by  this  limitation,  and  recommend  its 
enactment . 

4.  Living  with  Parents.   Statutory  language  concerning 
what  constitutes  a  fcunily  is  not  included  in  the  bill, 
nor  is  it  clear  what  is  contemplated.   Statutory 
language  generally  refers  to  the  term  "parent".   If  the 
program's  intention  is  to  continue  assisting  children 
who  live  with  other  relatives,  language  needs  to  be 
inserted  clarifying  that  references  to  "parent"  in  the 
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new  Title  IV-A  which  includes  other  blood  relatives, 
their  spouses  and  former  spouses. 

5.  Tribal  Progreuns.   Under  current  JOBS  program 
provisions,  Indian  tribes  may  elect  to  operate  their 
own  programs.   No  such  provision  is  carried  forward 
into  the  temporary  assistance  block  grant.   Such 
possibilities  previously  have  been  discussed.   In  the 
event  a  decision  is  made  to  authorize  tribal  programs 
we  encourage  that: 

*  Tribes  have  responsibility  for  both  cash  and  work 
program  aspects  of  the  block  grant; 

*  The  program's  operations  be  restricted  to  tribal 
members  living  on  the  reservation,  rather  than 
authorizing  DHHS  to  determine  the  service  area. 

*  Additionally  program  performance  standards  similar 
to  those  applied  to  the  state  should  be 
established  to  ensure  effective  delivery  of 
services. 

6.  Citizenship.   We  believe  that  persons  legally  admitted 
to  the  United  States  are  full  members  of  our  community. 
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Most  do  not  depend  on  public  assistance  for  their 
support,  but  may  fall  into  circumstances  where  it  is 
needed.   As  taxpayers  they  contribute  to  these  programs 
and  if  they  need  assistance  it  should  be  made  available 
to  them.   We  encourage  retention  of  the  current 
citizenship  requirements . 

7.  Sanctions  for  Non-Cooperation.   Section  405(a)(7)  of 
the  Act  makes  feunily  eligibility  contingent  upon 
cooperation  in  pursuit  of  child  support.   Under  Section 
404(c)(1)  the  penalty  for  refusing  to  cooperate  in  work 
programs  and  paternity  identification  is  reduced 
payments.   Custodial  parents  should  not  be  allowed  to 
get  by  with  a  reduced  payment  for  refusing  to  identify 
the  absent  parent  of  their  children.   Further,  refusal 
to  participate  in  work  progrcuns  should  result  in 
ineligibility . 

8.  Children  born  on  Assistance.    Language  in  Section 
405(a)(5)  concerning  non-payment  of  assistance  to 
children  born  on  assistance  is  based  on  a  premise  that 
individuals  get  pregnant  to  obtain  assistance.   To  the 
extent  that  any  individual  might  make  a  decision  to  get 
pregnant  to  obtain  benefits,  the  restrictions  on 
assistance  to  teen-parents  contained  in  Section  4  05- 
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(a)(4),  as  well  as  the  new  term  limitations  and 
requirements  for  participation  in  work  programs,  would 
provide  a  far  more  effective  deterrent  than  would 
denying  benefits  to  children.   Therefore,  New  Mexico 
views  this  provision  as  largely  unnecessary.   It  should 
be  deleted  in  its  entirety  or  limited  to  a  period  of 
ineligibility  of  no  more  than  six  months  following 
birth. 

9.    Determination  of  Need  and  Payment.   Determination  of 
need  and  calculation  of  income  is  the  single  largest 
and  most  complex  part  of  current  AFDC  policy.   Most  of 
current  AFDC  income  requirements  derive  directly  from 
federal  statutes  (mostly  SSA  Title  IV-A).  Block  grant 
legislation  will  allow  states  to  develop  policies  more 
specifically  focussed  on: 

*  Getting  recipients  into  the  work  force; 

*  Simplifying  the  administrative  process  for  income 
calculation;  and 

*  Developing  more  consistency  with  Food  Stamp  and 
Medicaid  eligibility  rules. 

A  similar  opportunity  exists  with  respect  to  property 
resources . 
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10.  Coordination  with  TANF.   We  laud  the  opportunities  for 
simplification  which  the  Act  offers.   To  simplify  the 
Temporary  Assistance  for  Needy  Families  (TANF)  and  Food 
Stamp  programs,  to  maximize  reduced  resources  and  to 
encourage  reliance  on  support  from  sources  other  than 
TANF  and  Food  Stcunps,  wording  should  be  inserted  into 
Welfare  Reform  legislation  giving  states  authority  to 
determine  TANF/Food  Stamp  eligibility  and  payment, 
other  state  and  federal  statutes  notwithstanding. 

11.  Data  Processing  and  Reporting  Requirements.   The 
current  AFDC  progrcun  has  very  limited  reporting 
requirements,  basically  caseload  and  fiscal  reporting. 
More  detailed  reporting  is  required  for  JOBS. 

Under  the  proposed  requirements  a  variety  of  caseload 
demographic  and  process  information  is  required  which 
states  will  have  to  progrcun.   Differing  eligibility 
requirements  will  render  state  eligibility  systems 
obsolete.   The  Act  may  require  establishment  and 
interface  to  national  data  bases.   New  Mexico's  current 
FAMIS  system  can  be  modified  to  meet  the  new  federal 
eligibility  and  reporting  requirements  but  costs  will 
be  significant.   Congress  should  develop  a  funding 
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mechanism  outside  the  basic  TANF  block  grant  to 
accommodate  these  changes. 

************** 
TITLE  II:   CHILD  PROTECTION  BLOCK  GRAJSTT 

This  Block  Grant  would  be  administered  by  the  New  Mexico 
Children,  Youth  and  Faunilies  Department  (CYFD).   We  refer  this 
Committee  to  the  CYFD  analysis. 

************** 
TITLE  IIIA:   CHILD  CARE  BLOCK  GRAST 

SUMMARY:   Title  III  consolidates  seven  separate  federal  child 
care  progreims  into  a  single  progreim  to  assist  low-income  parents 
in  paying  child  care.  The  consolidation  eliminates  differences  in 
program  eligibility  requirements  such  as  income  requirements, 
time  limits,  and  work  or  school  requirements.  The  child  care 
progrcuns  which  impact  BSD  are  At-Risk  Child  Care  (Working 
Faunilies);  Transitional  Child  Care  (TCC);  and  AFDC  Work  Related 
Child  Care  (JOBS  Child  Care). 


80 

Welfare  Reform  Recommendations 
U.S.  Senate  Budget  Committee 
Page  12 

BACKGROUND:   Under  the  Family  Support  Act  regulations,  the  Title 
IV-A  agency  (HSD)  is  required  to  administer  the  IV-A  child  care 
progreuns.   These  include  At-Risk,  TCC  and  JOBS.   Administration 
of  programs  includes  functions  such  as  promulgating  policy  and 
rules,  filing  of  state  plan  and  amendments,  submitting  federal 
program  and  fiscal  reports,  making  eligibility  determinations, 
reconciling,  sanctioning  and  conducting  fair  hearings.   The  child 
care  delivery  system  is  the  responsibility  of  the  New  Mexico 
Children,  Youth  and  Families  Department,  Child  Care  Bureau  staff. 
The  general  fund  required  to  draw  the  federal  match  resides  with 
CYFD,  as  does  all  provider  licensing  and  registration  regulations 
and  benefit  issuance.   The  administration  and  delivery  of  child 
care  services  has  been  the  joint  responsibility  of  HSD  and  CYFD 
for  the  last  two  years. 

HR4  would  eliminate  funding  for  Food  Stamp  Employment  and 
Training  participants.   These  fcunilies  will  need  to  be 
transitioned  to  either  At-Risk  or  Income  Eligible  programs  (which 
already  have  several  thousand  f cunilies  on  a  waiting  list ) . 

TCC  currently  is  serving  1136  children  at  an  annual  estimated 
expenditure  of  $2.4  million. 

At-Risk  currently  is  serving  718  children  at  an  annual  estimated 
expenditure  of  $2.0  million. 
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JOBS  currently  is  serving  4054  children  at  an  annual  estimated 
expenditure  of  $6.0  million. 

GOALS  AND  SUCCESSES:   HSD's  goals  are  to  provide  seamless  child 
care  services  and  to  provide  continuity  of  services  for  low 
income  parents  who  are  working  or  going  to  school. 

RECOMMENDATIONS:   Presuming  child  care  block  grants  would  be 
administered  in  New  Mexico  by  CYFD,  BSD  will  have  little  or  no 
control  over  allocation  of  funding  slots  for  TANF  work  required 
recipients  except  through  interagency  coordination.   Child  Care 
is  a  critical  factor  in  the  self-sufficiency  equation. 
Development  of  state  child  care  policy  and  regulations  must  be 
aimed  at  securing  and  maintaining  families  at  work  or  getting 
ready  to  go  to  work  activities. 

************** 
TITLE  I I IB:   CBILD  NUTRITION  BLOCK  GRANT 

SUMMARY:   Title  III  would  amend  the  Child  Care  and  Development 
Block  Grant  of  1990  and  the  National  School  Lunch  Act  and  repeal 
specific  forms  of  Child  Care  Assistance  except  those  provided 
through  the  Social  Security  Act. 


/ 
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The  result  would  be  the  establishment  of  the  Feimily  Nutrition 
Block  Grant  Program  and  School-Based  Nutrition  Block  Grant 
Program.   In  addition  to  establishing  general,  statutory  goals 
for  each  Block  Grant,  Title  III  would  set  out  corresponding 
certifications  similar  to  those  found  in  existing  Block  Grant 
progreuns,  such  as  the  Community  Services  Block  Grant. 

The  Act  would  allow  for  grant  transfers  up  to  30%  of  the 
allocated  amounts  to  other  progreuns.   The  funding  for  the  entire 
school-based  nutrition  grant  would  increase  from  $6.6  billion  in 
Federal  Fiscal  Year  1996  to  $7.8  billion  in  Federal  Fiscal  Year 
2000.   However,  certain  programs  within  this  would  be  slated  for 
decreases. 

BACKGRODND:   BSD,  as  the  administrative  agency  for  the  School 
Lunch  Act  Commodities,  distributes  1.8  million  pounds  of  food  per 
year  to  school  districts  throughout  the  State.   These  commodities 
are  delivered  by  HSD-owned  vehicles  by  BSD  employees  during  the 
school  year.   The  meals  prepared  and  served  using  these 
commodities  represent  a  major,  if  not  primary,  portion  of  the 
nutrition  for  the  low-income  and  indigent  children  in  these 
school  districts.   One  hundred  and  eighty-three  thousand,  three 
hundred  and  thirty-four  meals  are  served  each  quarter. 
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GOALS  AND  SUCCESSES :   BSD ' s  primary  goal  has  been  to  expand  the 
participation  of  all  school  districts  and  to  eneible  them  to  serve 
more  meals  to  school  age  children.   In  addition,  BSD  has  been 
working  to  increase  the  number  of  children  served  by  the 
individual  school  districts  euid  to  make  the  school  lunch  program 
economically  feasible  for  these  districts.   This  effort  is 
evidence  of  BSD's  ongoing  commitment  to  and  participation  in  the 
program. 

RECOMMENDATIOHS :   BSD  defers  to  the  recommendations  made  in  the 
analysis  submitted  by  the  New  Mexico  Superintendent  of  Schools. 

************** 
TITLE  IV:  RESTRICTING  WELFARE  FOR  IMMIGRANTS 

SUMMARY:   This  provision  would  eliminate  eligibility  for  legal 
and  illegal  immigrants. 


BACKGROUND:   In  New  Mexico  currently  aliens  —  admitted  as 
permanent  resident  aliens  and  certain  other  classes  of  entrants, 
both  immigrants  and  nonimmigrants  —  are  eligible  to  participate 
in  the  food  stamp  program.  Aliens  residing  in  the  US  illegally 
are  not  eligible  for  progreun  benefits. 
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HR  4  restricts  eligibility  for  SSI,  TANF,  Social  Services  Block 
Grant,  Medicaid  and  Food  Stamps  to  include  only: 

1)  US  Citizens; 

2)  Veterans  (discharged  honoredsly  for  reasons  other  than 
alienage)  of  the  US  military  and  military  personnel  on  active 
duty  -  including  their  spouse  and  unmarried  dependents; 

3)  Persons  who  are  over  age  75  that  have  resided  in  the  US 
legally  for  5  years; 

4)  Refugees  during  their  first  5  years  of  entry; 

5)  Aliens  granted  asylum;  and 

6 )  Temporary  Agricultural  workers  and  their  spouses  or  minor 
children. 

Provisions  include  exceptions  for  Emergency  Assistance  Prograuns 
and  does  not  include  housing  related  assistance  progreuns  and  does 
not  apply  to  lawful  resident  aliens  who  because  of  disabilities 
can  not  comply  with  the  naturalization  requirements. 
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The  provision  strengthens  the  rules  relative  to  the  attribution 
of  alien  sponsor's  income  and  resources  and  establishes  clear 
policies  for  the  enforcement  of  the  requirements  to  support  by 
the  sponsors. 

This  provision  allows  for  a  transition  period  of  one  year  for 
current  beneficiaries. 

GOALS  AND  SUCCESSES:   New  Mexico,  given  its  proximity  to  the 
Mexican  border,  has  traditionally  dealt  with  applicants  that  hold 
an  immigrant  status,  some  legal  and  some  illegal. 

A  December  1994  report  compiled  for  use  by  US  Senator  Pete 
Domenici  shows  that  the  Food  Steunp  caseload  included  54,923  legal 
immigrants  in  15,521  households.   It  is  anticipated  that  these 
are  the  persons  that  would  have  their  eligibility  impacted  by  the 
proposed  changes.   It  is  not  anticipated  that  the  changes  would 
cause  complete  case  closures  since  most  households  include  a  mix 
of  aliens,  eligible  and  ineligible,  as  well  as  US  citizens. 

RECOMMENDATIONS:   While  it  would  be  beneficial  to  the 
administration  of  the  Food  Stamp  progreun  to  have  some  changes 
made  to  the  current  alien  eligibility  conditions  and  the 
verification  processes,  exclusion  of  this  class  of  individuals 
would  not  be  appropriate. 
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************** 


TITLE  V:   FOOD  STAMP  PROGRAM  CHANGES 


SUMMARY: 


Commodities  Program;   Title  V  combines  several  commodities 
program,  including  The  Emergency  Food  Assistance  Program  (TEFAP), 
Soup  Kitchen  and  food  Bank  Progreun,  the  Commodities  Supplemental 
Food  Progrcun  and  the  summer  food  ceunps  and  charitable 
institutions  program.  In  addition  to  establishing  general, 
statutory  goals  for  each  block  grant.  Title  III  sets  out 
corresponding  requirements  similar  in  generality  to  those  found 
in  existing  block  grant  programs  such  as  the  Community  Services 
Block  Grant. 

Title  V  allows  the  state  agency  designated  as  the  lead  agency  to 
enter  into  cooperative  agreements  for  the  distribution  of 
specific  commodities  under  the  Title. 

The  allocation  of  commodities  under  this  title  is  divided  into 
two  sections.  The  first  (60%)  is  based  upon  the  number  of 
households  below  the  federal  poverty  level.  The  second  (40%)  is 
based  upon  the  average  number  of  unemployed  persons  per  month. 
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Both  percentages  are  taken  as  raw  percentages  of  the  total  of 
poverty  households  and  the  unen^loyed  persons,  respectively,  for 
the  entire  country. 

Three  hundred  million  dollars  ($260,000  million  for  commodities 
and  $40,000  for  administration)  are  appropriated  for  FY  1996. 
These  appropriations  remain  constant  through  FY  2000. 


Food  Stamp  Proqreun;   Chapter  Two,  Title  V  of  H.R.  4  would  make 
several  changes  to  program  eligibility.   First,  the  Thrifty  Food 
Plan  Adjustments  would  limit  increases  in  the  Thrifty  Food  Plan 
(TFP)  to  2%  per  fiscal  year.   Second,  it  fixes  the  household 
deductions  and  standards  at  the  FY  1995  rates,  including  the  food 
steunp  standard  deduction,  the  earned  income  deduction,  the 
dependent  care  deduction,  the  excess  shelter  deduction,  the 
homeless  shelter  deduction,  the  excess  medical  deduction,  the 
child  support  deduction,  and  the  vehicle  allowance  calculation. 
Finally,  it  changes  the  "allowance  to  count"  payments  made  with 
LIHEAP.   Third,  it  requires  able-bodied  adults  (ages  18-50),  with 
no  dependents,  to  work  a  minimum  of  20  hours  per  week  to  continue 
participation  in  the  progreun  after  an  initial  90  day  period. 
Fourth,  it  provides  that  individuals  who  are  disqualified  from 
the  TANF  program  are  also  disqualified  from  the  Food  Stamp 
Program.   Fifth,  it  encourages  states  to  utilize  electronic 
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benefit  transfer  systems  (EBT) .   Sixth,  it  fixes  the  value  of  the 
minimum  allotment  at  $10  for  1  or  2  person  households  found 
eligible  for  less  in  the  regular  calculation.   Seventh,  it 
reverses  changes  providing  a  grace  period  of  one  month  for 
redetermination  and  requires  proration  of  benefits  for  all 
applications  in  the  initial  month. 

Perhaps  most  importantly,  it  reverses  the  1993  amendments  to  the 
Food  Stamp  Act  that  changed  the  way  federal  sanction  liabilities 
for  a  state's  Quality  Control  (QC)  error  rates  were  calculated. 
If  a  state's  error  rate  is  above  a  -tolerance  level"  set  at  the 
lowest  national  average  combined  error  rate  ever  achieved  (9.3%), 
plus  1%  point,  the  penalties  are  assessed  for  each  benefit  dollar 
spent  above  the  "tolerance  level." 

Finally,  it  provides  new  money  (food  stamp  benefits)  for  the 
states  to  give  to  employers  as  a  supplement  to  wages,  and  it 
reestablishes  the  Food  Stamp  Act  as  a  capped  entitlement  program. 

T>^^^^.^  integrity;   H.R.  4  would  revise  many  aspects  of  program 
integrity.   First,  it  would  establish  time  periods  during  which 
authorization  to  accept  and  redeem  coupons  (or  EBT  benefits) 
shall  be  valid.   Second,  it  would  double  the  penalties  for 
violating  Food  Stamp  Program  requirements.  Third,  it  would  allow 
for  seizure  of  property  involved  in  food  stamp  program 
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violations.   Fourth,  it  would  allow  disqualification  of 
individuals  convicted  of  trafficking.   Fifth,  it  would  requires 
that  a  Federal  Income  Tax  Offset  process  be  used  to  collect  on 
outstanding  claims  for  overissuance  of  benefits.   Sixth,  it 
provides  for  denial  of  food  stas^  benefits  for  10  years  to 
individuals  found  to  have  fraudulently  misrepresented  residence 
in  order  to  obtain  benefits  simultaneously  in  2  or  more  states. 
Seventh,  it  provides  for  disqualification  relating  to  persons  who 
have  child  support  arrears.   Eighth,  it  specifies  the  elimination 
of  food  stamp  benefits  with  respect  to  fugitive  felons  and 
probation  and  parole  violators. 

BACKGROUND: 

Commodities  Program.   Under  TEFAP,  New  Mexico  served  77,718 
households  in  Federal  Fiscal  Year  1994.   1.7  million  pounds  were 
distributed  through  102  agencies  to  serve  these  households. 
During  FY  1995,  the  food  allocation  was  cut  by  almost  70%, 
thereby  forcing  a  major  revision  of  the  program. 

TEFAP  provides  commodities  to  very  low-income  households  and 
fills  a  gap  between  other  commodities  progrcuns.   One  of  the 
primary  recipient  groups  is  the  elderly.   Through  20  soup 
kitchens,  9,000  individuals  were  served.   44,000  pounds  of 
commodities  were  distributed. 
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Food  Stamp  Proqreun.   New  Mexico  has  administered  the  Food  Stamp 
Program  since  its  inception.   While  meeting  current  federal 
regulations  at  a  high  standard  (and  below  the  national  average). 
New  Mexico  has  found  the  intricacy  of  the  regulations  to  be 
burdensome  in  administration. 

Proqreun  Integrity.   New  Mexico  has  been  proactive  in  its  approach 
to  many  of  the  provisions  related  here.   The  provisions  that  will 
change  the  disqualification  time  periods  for  individuals  and 
impose  new  disqualification  provisions  will  require  some  computer 
system  (ISD2)  programming  activity. 

GOALS  AND  SUCCESSES: 

The  varied  provisions  of  the  proposed  Act  can,  for  the  most  part, 
be  incorporated  into  the  current  activity  with  some  minor 
modifications  to  the  HSD's  computer  system  (ISD2)  and  some 
intervention  by  field  staff. 

New  Mexico  has  been  actively  participating  in  the  Federal  Income 
Tax  Offset  process  for  claims  collection.   The  Office  of 
Inspector  General  has  also  closely  coordinated  work  with  FCS 
relative  to  seizure  of  property  used  in  the  trafficking 
activities. 
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RECOMMENDATIONS : 


Commodities  Progreun.   HSD  recommends  that  the  formula  for 
distribution  of  funds  under  this  Title  be  carefully  analyzed  in 
relation  to  its  impact  on  New  Mexico.   While  we  have  a  very  high 
percentage  of  poverty  population  as  a  percentage  of  our  total 
state  population,  our  poverty  and  unemployed  populations  as  a 
percentage  of  the  nation's  poor  and  unemployed  is  very  low. 
Adjustments  need  to  be  considered  for  rural,  low-population 
states  such  as  New  Mexico. 

Food  Stamp  Program.   HSD  recommends  that  a  review  be  conducted 
regarding  the  current  federal  requirement  to  have  a  determination 
of  expedited  eligibility  on  redeterminations. 

Prograun  Integrity.   HSD  recommends  that  the  provisions  of  H.R.  4 
be  adopted  by  Senate  Welfare  Reform  legislation. 

************** 
TITLE  VI:   SUPPLEMENTAL  SECURITY  INCOME  REFORM 

SUMMARY:   H.R.  4  would  deny  benefits  to  applicants  for  SSI 
benefits  for  whom  a  diagnosis  of  alcoholism  or  drug  addiction  is 
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material  to  a  determination  of  disability.   It  would  eliminate 
the  treatment  requirements,  monitoring  and  testing.   For 
children,  it  repeals  the  provision  to  use  age-appropriate 
criteria  as  a  determinant  of  discd)ility.   These  changes  would 
become  effective  six  months  after  the  Act  becomes  law. 

Moreover,  the  Act  creates  a  new  Block  Grant  for  children  with 
disabilities.   This  Block  Grant  would  provide  services  under 
existing  delivery  systems,  including  Medicaid.   It  would  become 
an  entitlement  Block  Grant  to  the  States.   The  Commissioner  of 
the  Social  Security  Administration  would  be  authorized  to  specify 
the  services  made  available  to  eligible  children  under  the  Block 
Grant.   Cash  payments  would  not  be  allowed  under  this  Block 
Grant. 

BACKGROUND:   New  Mexico  currently  provides  Medicaid  services  to 

individuals  who  qualify  for  SSI.   See  the  separate  memorandum 

from  Bruce  Weydemeyer,  Director  of  Medicaid. 

Additionally,  New  Mexico  provides  services  to  disabled  children 

and  adults  under  its  General  Assistance  progreun,  which  is  wholly 

state-funded. 

GOALS  AND  SUCCESSES:   Under  New  Mexico's  current  expansion  to 
185%  of  federal  poverty  levels,  the  majority  of  the  children 
covered  by  this  Block  Grant  already  would  qualify  for  Medicaid. 
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RECOMMENDATIONS:   The  Block  Grants  must  include  a  formula  that 
allows  for  consideration  of  the  impact  of  SSI  client  shifting  to 
state  administered  disability  prograuns.   FY  94  should  not  serve 
as  a  Base  Year  in  calculating  this  formula.   For  the  impact  of 
this  Block  Grant  on  children,  also  see  the  analysis  prepared  by 
New  Mexico's  Children,  Youth  and  Families  Department. 

The  ability  of  the  Commissioner  of  the  Social  Security 
Administration  to  specify  services  constitutes  an  unfunded 
mandate.   BSD  recommends  that  this  language  be  stricken  from  the 
text  of  the  Act. 

TITLE  VII:   CHILD  SUPPORT  ENFORCEMENT 

SUMMARY:   This  Section  eunends  and  adds  additional  requirements  to 
the  Child  Support  Enforcement  progreun.   Overall,  the  Act  relates 
three  major  areas:   (i)  uniform  interstate  tracking;  (ii) 
paternity  establishments;  and  (iii)  rigorous  child  support 
enforcement.   Within  each  of  these  three  areas  specific 
activities  and  requirements  are  delineated. 
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BACKGROUND:   In  the  18th  Child  Support  Enforcement  Report  to 
Congress  (September  30,  1993),  New  Mexico  ranked  above  the 
national  average  in  every  major  category.   This  included 
collections  (over  $27  million),  paternities  estedslished  (over 
50%),  support  orders  estedilished  (over  15%),  and  absent  parents 
located  (35%). 

In  addition.  New  Mexico  is  one  of  20  states  that  has  established 
a  voluntary  In-Hospital  Paternity  Establishment  Program.   This 
program  provides  for  voluntary  acknowledgement  of  paternity 
immediately  after  the  birth  of  a  child. 

In  1994,  New  Mexico  estedilished  a  pathbreaking  agreement  between 
the  Child  Support  Enforcement  Division  and  the  Navajo  Nation. 
Today,  the  complete  array  of  child  support  services  are  being 
offered  to  Indian  families  living  on  the  Navajo  Nation.   These 
services  are  administered  by  the  Navajo  Nation  in  two  locations: 
Shiprock  and  Crownpoint.   The  Navajo  administer  the  program  with 
the  technical,  administrative,  and  policy  support  of  BSD. 

RECOMMENDATIONS:   BSD  makes  the  following  recommendations  to  the 
United  States  Senate: 

1.    Federal  Participation.   If  Child  Support  Enforcement 
continues  to  be  funded  outside  a  Block  Grant,  return 
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the  federal  financial  participation  (FFP)  rate  to  at 
least  the  original  level  of  75%  or  to  a  higher  rate 
that  will  support  Congressional  welfare  reform 
mandates . 

2.  Automated  Systems .   Continue  enhanced  FFP  match  rate 
for  all  mandated  automated  systems  enhancements. 

3.  Interstate  Procedure  Simplification.  Continue  moving 
toward  simplification  of  all  interstate  child  support 
enforcement  activity. 

4.  Reform  Federal  Audits.   Reform  federal  audits  to 
measure  program  outcomes  and  results,  and  eliminate 
current  federal  audit  criteria  focusing  on  processes 
that  do  not  add  value  to  the  program. 

5.  Flexibility  with  Job  Training  Funds.   Permit  states  to 
use  federal  job  training  funds  for  work  programs  for 
non-custodial  parents  who  are  not  paying  child  support. 

6.  Federal  Data  Sharing.   Permit  states  to  have  full 
access  to  federal  data  bases,  such  as  IRS  and  Federal 
Employee  Information. 
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7.  Administrative  Hearing  Process  Not  Judicial.   Authorize 
state  child  support  agencies  to  utilize  an 
administrative  hearing  process  for  child  support 
enforcement . 

8.  Financial  Institution  Data  Sharing.   Require  financial 
institutions  to  provide  financial  information  to  state 
child  support  enforcement  agencies  to  effectuate  a 
child  support  enforcement  lien  against  any  account  to 
satisfy  child  support  arrears. 

9.  Eliminate  Statute  of  Limitations.  Eliminate  any  state 
statute  of  limitation  that  contravenes  the  enforcement 
of  child  support. 

10.  New  Hires  Reporting  Requirements.   Mandate  that  all 
employers  report  new  hires  in  a  standard  format  within 
10  days  of  the  employee's  first  paycheck  date  to  a 
state  agency  designated  by  the  Child  Support 
Enforcement  officer. 

**************** 
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TITLB  VIII:   MISCELLANEOUS  PROVISIONS 


SUMMARY  OF  SECTION  802:   This  section  contains  language  that 
would  amend  the  Electronic  Fund  Transfer  Act  to  exempt  electronic 
benefit  transfer  (EBT)  programs  established  or  administered  under 
State  or  local  laws.   It  specifically  would  exempt  benefits 
electronically  deposited  to  a  benefit  recipient's  account  from 
the  compliance  requirements  of  the  banking  law  known  as 
Regulation  E  (Reg  E). 

BACKGROUND:    The  federal  government  has  encouraged  states  to 
develop  electronic  benefits  transfer  programs  for  major  needs- 
tested  progreims.   Reg  E  provides  consumer  protection  for  banking 
services  involving  electronic  transfer  of  funds.   Under  Reg  E,  a 
debit  cardholder  who  experiences  a  loss  of  funds  from  his/her 
account,  including  loss  due  to  cardholder  negligence,  is  entitled 
to  replacement  of  all  but  the  first  fifty  dollar  "deductible", 
assuming  reporting  timeframes  are  met.   In  February  of  1994,  the 
Board  of  Governors  of  the  Federal  Reserve  Board  issued  final 
rules  requiring  government  EBT  progreuns  to  comply  with  Reg  E  by 
March  1997.   This  rule  would  make  state  EBT  progreuns  liable  for 
cardholder  negligence.   State  governments  actively  lobbied 
against  this  issue,  as  the  anticipated  liabilities  from  Reg  E 
implementation  seemed  to  work  against  the  projected  efficiencies 
to  be  gained  through  an  EBT  program. 
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GOALS  AND  SOCCBSSBS;   New  Mexico  has  been  at  the  forefront  of  the 
EBT  program.   It  has  had  an  operational  EST  program  for  the  food 
stamps  and  AFDC  programs  since  1990.   The  system  will  soon  be 
statewide.   In  addition  to  operational  efficiencies,  EBT  provides 
enhanced  fraud  reduction  capaJailities  due  to  an  improved  audit 
trail.   New  Mexico,  as  one  of  the  first  states  to  go  statewide 
with  EBT,  is  one  of  two  states  conducting  a  pilot  project  for  the 
federal  government  to  assess  the  impact  of  Reg  E  on  the  EBT 
progreun.   The  results  of  the  pilot  will  be  used  to  estimate  the 
national  impact  of  Reg  E  implementation  for  state  EBT  programs. 

RECOMMENDATION:   Exempt  EBT  programs  from  compliance  with  Reg  E. 
The  debit  accounts  established  for  state  EBT  progreuns  are  solely 
for  the  purpose  of  providing  needs-tested  public  benefits  and  are 
quite  different  from  routine  commercial  consumer  bank  accounts 
protected  under  Reg  E.   Exemption  from  Reg  E  is  required  to 
protect  states  against  increased  financial  exposure  and  to  ensure 
the  use  of  EBT's  enhanced  fraud  audit  trail  for  the  protection  of 
taxpayer  investment  in  needs-tested  prograuns. 
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Chairman  DOMENICI.  Heather,  you  are  next,  from  our  new  De- 
partment of  Children,  Youth  and  FamiUes.  Thank  you  so  much  for 
your  work.  I  have  read  your  remarks;  they  will  be  made  part  of  the 
record.  You  may  proceed  to  handle  it  however  you  see  fit. 

STATEMENT  OF  HEATHER  WILSON,  SECRETARY,  DEPART- 
MENT OF  CHH^DREN,  YOUTH  AND  FAMH^IES,  STATE  OF  NEW 
MEXICO 

Ms.  Wilson.  Thank  you,  Mr.  Chairman  and  Senators.  I  believe 
you  have  some  written  testimony  with  some  detailed  analyses  that 
we  have  done  in  our  Department.  I  would  like  to  highhght  a  few 
things  for  you  here  this  morning. 

Chairman  DoMENici.  Pull  the  mike  up  a  little  closer,  please, 
Heather. 

Ms.  Wilson.  Is  that  better? 

Chairman  DoMENici.  That  is  better. 

Ms.  Wilson.  New  Mexico's  Children,  Youth  and  Families  Depart- 
ment has  more  than  1,800  employees  in  more  than  130  offices 
across  the  State.  About  54  percent  of  our  $200  million  budget 
comes  from  Federal  sources. 

Chairman  DOMENICI.  Can  you  hear  back  there?  Why  don't  you 
put  it  right  in  front  of  you,  if  you  would,  please,  or  talk  a  little 
louder. 

Ms.  Wilson.  Our  mission  is  to  protect  children  and  adults  from 
abuse,  neglect  and  exploitation.  We  operate  the  juvenile  corrections 
system,  and  we  seek  to  prevent  abuse,  reduce  juvenile  crime,  reha- 
bilitate juvenile  offenders,  promote  quality  child  care,  and  support 
hesdthy  families. 

Last  year  in  New  Mexico,  more  than  7,500  children  were  the  vic- 
tims of  abuse  and  neglect.  About  2,400  are  getting  some  kind  of 
treatment  for  mental  illness.  Another  1,500  are  foster  kids,  but  we 
only  have  500  licensed  foster  homes  in  this  State. 

If  you  are  a  child  in  New  Mexico  and  your  parents  abandon  you 
along  with  the  rest  of  their  responsibilities,  and  you  have  nowhere 
to  go  but  the  State  system,  and  if  you  are  nine  or  ten  or  eleven 
or  older  and  maybe  you  are  not  cute,  and  you  have  some  behavior 

Eroblems  because  no  one  cared  enough  about  you  to  teach  you  the 
asic  fundamental  rules  of  life,  you  stand  very  little  chcuice  of  ever 
having  a  family  life  ag£un  or  forging  a  family  bond  until  you  are 
old  enough  to  create  your  own. 

These  are  among  the  human  beings  we  are  talking  about  today. 
In  £dl  the  philosophical  discussions  about  the  role  of  government 
and  how  many  millions  of  dollars  are  going  to  be  distributed, 
whether  we  use  one  formula  or  another,  and  who  is  responsibility 
for  what,  I  want  you  to  see  the  faces  of  the  thousands  of  children 
who  truly  are  at  this  table  with  us,  because  what  we  will  decide 
and  how  we  decide  it  will  change  their  lives. 

When  we  talk  about  welfare  reform,  child  protective  services  is 
often  under  the  umbrella  and  it  is  covered  by  a  block  grant.  How- 
ever, I  think  it  is  helpful  to  keep  these  ideas  separate  and  to  al- 
ways keep  in  mind  our  moral  obligation  to  abused,  abandoned  and 
neglected  children. 

After  World  War  I,  the  Federsd  Government  shrunk  back  to  its 
pre-war  role  and  size  because  the  war  was  over  and  we  won  it.  But 
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after  World  War  II,  government  didn't  shrink,  in  large  part  because 
while  the  battlefields  were  silent,  the  cold  war  gripped  the  planet. 

And  then,  in  what  might  have  been  the  most  dramatic  television 
event  shared  by  a  global  audience,  the  Berlin  Wall  was  torn  down; 
the  cold  war  was  over.  America  had  won  and  we  were  left  with  an 
enormous  Federal  Government,  the  only  kind  of  Federal  Govern- 
ment most  Americans  had  ever  known. 

The  Washington  Beltway  did  not  crumble  like  the  Berlin  Wall, 
but  that  might  have  been  an  appropriate  symbol  for  the  direction 
American  voters  took  in  a  dramatic  way  last  fall:  To  redefine  the 
roles  of  Federal  Government  and  State  and  local  government. 

I  believe  the  shifting  responsibility  from  the  Federal  Government 
to  State  government  is  a  good  idea.  It  will  provide  greater  flexibil- 
ity over  the  way  in  which  we  serve  people  in  New  Mexico.  I  do  have 
some  concerns  I  wish  to  share  with  you. 

First,  it  will  be  a  challenge  for  State  government  to  assume  this 
responsibility  rapidly.  The  speed  at  which  this  is  occurring  will 
mean  mistakes  will  be  made  at  the  Federal  level  and  in  the  States. 
While  I  understand  the  momentum  driving  these  changes,  we  must 
acknowledge  from  the  outset  that  there  will  be  mistakes  and  be 
forthright  in  our  willingness  to  review  and  change  things  as  we 
proceed. 

In  particular,  with  an  October  1995  start-up.  New  Mexico  will 
have  little  opportunity  to  redesign  our  approach,  and  I  do  not  want 
to  see  a  junior  version  of  medicaid  at  the  State  level. 

Second,  the  way  funding  formulas  are  developed  is  vitally  impor- 
tant. If  money  is  distributed  on  the  basis  of  which  State  meuiaged 
to  collect  the  most  in  the  past,  then  the  children  of  New  Mexico 
will  get  the  short  end  of  the  stick. 

I  believe  that  the  only  equitable  formula  is  one  which  recognizes 
the  needs  of  the  population  of  each  State  rather  than  one  based  on 
which  State  hired  the  best  consultants  to  exploit  loopholes  and  de- 
vise schemes  for  harvesting  Federal  dollars. 

As  currently  drafted.  New  Mexico  would  only  get  .34  percent  of 
the  Child  Protection  Block  Grant;  yet,  we  have  .62  percent  of  the 
population  of  the  United  States  and  a  disproportionate  level  of 
need.  Past  aggressive  actions  by  large  States,  notably  New  York 
and  California — I  note  not  Michigan  or  Tennessee — are  rewarded 
under  the  current  block  grant  formula. 

Third,  unless  Congress  is  ready  to  retire  or  find  other  work  for 
the  thousands  of  Federal  Government  regulators  who  have  run 
these  programs  for  decades,  I  am  very  concerned  that  nothing  will 
really  change.  To  do  our  job  well  here  in  New  Mexico,  we  have  to 
be  free  to  do  our  job.  That  means  as  few  strings  as  possible,  or  even 
none  at  all  on  each  dollar  that  you  send  us. 

In  this  regard,  the  Family  Nutrition  block  grant,  as  currently 
drafted,  requires  80  percent  of  the  money  to  go  to  WIC.  In  New 
Mexico,  less  than  50  percent  of  the  money  in  programs  included  in 
this  proposed  block  grant  went  to  WIC  because  New  Mexico  has  a 
very  effective  Child  and  Adult  Food  Care  Program. 

A  shift  like  this  should  not  be  mandated  from  Washington.  Trust 
us  to  know  what  is  right  for  New  Mexico  and  we  will  not  try  to 
tell  others  what  is  right  for  New  York.  Trust  us  to  take  care  of  the 
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kids  of  New  Mexico  because  nobody  can  care  about  them  more  than 
we  do. 

Finally,  I  must  say  that  I  appreciate  the  openness  and  the  work- 
ing relationship  that  is  developing  between  our  department  and  all 
members  of  our  Congressional  delegation,  particularly  Senator  Do- 
menici.  We  will  continue  to  provide  assistance  and  analysis  as 
needed  to  ensure  the  decisions  that  we  make  are  sound  ones. 

Let  me  reiterate  that  I  believe  deFederalization  of  these  pro- 
grams can  truly  benefit  the  people  of  New  Mexico.  There  is  biparti- 
san consensus,  Democrats  and  Republicans,  the  President  and  the 
Congress,  that  we  must  reform  the  welfare  system. 

True  reform  can  best  be  developed  and  implemented  State  by 
State.  The  challenge  now  for  us  in  State  government  is  to  provide 
leadership  and  to  set  a  new  direction.  I  will  eagerly  support  Gov- 
ernor Johnson  in  that  effort  and  will  work  closely  with  my  col- 
leagues on  the  Cabinet  to  ensure  this  change  benefits  the  people 
we  serve. 

This  completes  my  statement.  Senator.  I  would  be  happy  to  an- 
swer any  of  your  questions. 

Chairman  DOMENICI.  I  want  to  thank  you  very  much. 

[The  following  supplemental  information  and  analysis  was  sub- 
mitted for  the  record  by  Ms.  Wilson:] 
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Chairman  DOMENICI.  You  used  a  word  that  is  far  too  nice  for 
those  States  that  have  abused  the  system  by  getting  more  than 
they  should.  You  said  they  have  been  harvesting,  harvesting  Fed- 
eral dollars.  Is  that  the  word? 

Ms.  Wilson.  Yes,  Senator.  That  is  the  word  I  chose  to  use. 

Chairman  DOMENICI.  It  is  pretty  descriptive  though,  isn't  it?  Is 
it  plucking  it  off  the  trees?  In  any  event,  you  make  a  great  point, 
and  also,  I  am  particularly  pleased  that  you  mentioned  the  existing 
proposed  block  grant  where  we  would  only  get  .3-plus  percent  when 
we  actually  have  .62  percent  of  the  young  people.  Clearly  we  need 
all  that  information  as  we  move  through. 

When  the  Secretary  says  the  proposal,  for  the  most  part,  that 
means  a  bill  that  has  passed  the  House  in  their  first  100-day  effort. 
In  none  of  these  has  the  Senate  arrived  at  any  conclusions  yet, 
which  makes  what  we  are  learning  very  critical  and  we  appreciate 
it  very  much. 

Can  we  hold  the  questions  then  from  all  of  us  until  we  proceed 
through?  Could  we  now  hear  from  Alan  Morgan,  State  Super- 
intendent of  Public  Instruction?  Thank  you  very  much  for  being 
here,  we  appreciate  it  very  much. 

STATEMENT  OF  ALAN  MORGAN,  STATE  SUPERINTENDENT  OF 
PUBLIC  INSTRUCTION,  STATE  OF  NEW  MEXICO 

Mr.  Morgan.  Welcome  home.  Senator.  Good  morning,  members 
of  the  committee.  My  name  is  Alan  Morgan  and  as  Senator  Domen- 
ici  has  mentioned,  I  am  the  State  Superintendent  of  Public  Instruc- 
tion. I  want  to  thank  you  for  the  opportunity  to  share  a  few  re- 
marks with  you  this  morning. 

I  will  depart  initially  from  the  prepared  text  just  to  be  able  to 
set  the  stage,  given  the  testimony  provided  by  my  colleagues  thus 
far  this  morning.  Let  me  just  remind  the  members  of  the  commit- 
tee, if  I  might.  Senator  Domenici,  that  New  Mexico  is  probably  the 
ideal  State  to  talk  about  this  issue  of  block  grants. 

The  reason  I  think  that  is  the  case  is  because  according  to  an  ar- 
ticle in  early  January  out  of  "Newsweek,"  they  were  comparing  the 
amount  of  money  that  States  send  to  Washington  in  terms  of  Fed- 
eral tax  dollars  versus  the  amount  of  money  that  the  States  actu- 
ally get  back. 

As  I  recall,  for  every  dollar  New  Mexicans  send  to  Washington, 
$1.96  comes  back,  number  one  in  the  United  States.  So  we  have 
a  strong  interest  in  the  decisions  that  you  make  with  regard  to  the 
idea  of  block  grants  and  what  I  think  is  an  underlying  purpose, 
and  I  do  not  mean  that  in  a  derogatory  sense  at  all,  but  an  under- 
lying purpose  of  block  grants,  if  we  are  tr)ring  to  reduce  the  Federal 
expenditures,  as  we  well  should  in  order  to  proceed  with  the  long- 
term  goal  that  you,  Senator  Domenici,  and  others  have  shared  and 
that  is  to  get  this  budget  back  in  balance,  then  I  think  block  grants 
have  to  be  a  part  of  the  conversation. 

Like  in  many  areas  of  our  society  and  lives,  Federal  involvement 
in  public  education  has  increased  dramatically  over  the  last  40 
years.  Since  1965,  I  have  worked  in  New  Mexico  public  schools  and 
that  is  when  the  first  Federal  education  dollars  really  became  no- 
ticeable, along  with  something  called  Title  I,  the  Elementary  and 
Secondary  Education  Act  in  the  mid  1960's. 
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Let  me  just  suggest  to  you  that  over  that  time,  categorical  pro- 
grams, at  least  with  regard  to  education,  have  grown  to  address 
particular  needs  identified  by  you  and  others  as  our  Nation's  lead- 
ers. Oftentimes  those  programs  have  come  with  substantial  strings. 

I  would  also  suggest  that  there  have  been  several  efforts  to  cre- 
ate something  called  block  grants.  In  my  experience  in  the  little 
over  24  years  that  I  have  worked  in  State  government,  we  have 
had  the  chance  to  administer  a  good  number  of  categorical  edu- 
cation programs  out  of  the  State  Department  of  Education. 

But  we  have  also  had  the  experience  created  in  1981  by  the  Om- 
nibus Budget  Reconciliation  Act,  as  I  recall  it  being  termed,  and  we 
began  our  first  work  with  administering  block  grant  education 
grants  as  well.  At  that  time,  we  saw  the  combination  of  something 
like  over  30  categorical  programs  into  what  became  known  as  the 
Education  Consolidation  and  Improvement  Act,  or  Chapter  II  is  the 
terminology  we  have  used  for  the  program. 

Congress  again  is  considering  these  block  grants,  especially  with 
regard  to  education  and  work  force  development,  and  so  again,  this 
conversation  seems  to  be  timely. 

Let  me  just  tell  you  that  up  front,  I  generally  believe  that  block 
grants  make  sense.  I  am  an  advocate  of  block  grants,  but  I  think 
there  are  some  conditions  that  need  to  be  at  least  brought  to  your 
attention,  from  my  viewpoint,  and  then  recognizing  full  well  that 
Congress  will  act,  and  the  President  as  well,  as  you  collectively  see 
fit. 

Let  me  tell  you  about  what  I  consider  some  key  potential  points 
for  block  grants.  Clearly,  as  my  colleagues  have  already  stressed 
this  morning,  flexibility  is  probably  the  driving  factor  behind  the 
State's  interest  in  these  block  grants. 

I  think  the  idea  of  stressing  accountability  for  results,  less  focus 
on  process  makes  good  sense,  that  means  fewer  strings;  that  we  be 
provided  greater  opportunity  to  direct  those  resources  to  student 
learning  rather  than  into  administration  and  bureaucracy. 

Our  history  with  block  grants,  as  I  have  already  suggested,  is 
substantial.  The  current  allocation  to  the  State's  education  agency, 
and  we  then  send  it  onto  local  schools,  we  process  about  $143  mil- 
lion a  year  in  Federal  education  money  to  New  Mexico's  public 
schools.  Juxtapose  that  for  a  moment  to  about  a  billion  dollars  in 
State  aid,  if  you  will,  to  public  education. 

What  we  have  found  in  our  experience  with  the  Education  Con- 
solidation and  Improvement  Act  is  that  over  time,  the  dollars — 
well,  let  me  begin  at  the  beginning.  In  1981  when  we  combined 
those  30-plus  individual  programs  into  the  Education  Consolidation 
and  Improvement  Act,  there  was  an  overall  reduction. 

In  fact,  the  Omnibus  bill,  as  I  recall.  Senator  Domenici,  had 
about  a  12  percent  reduction  in  overall  resources  from  going  from 
categorical  down  to  the  block  grant.  But  along  with  that  12  percent 
reduction  in  funding  came  some  real  flexibility  which  was  very 
much  appreciated. 

What  has  transpired  though,  and  the  point  I  was  leading  to,  is 
that  over  that  time  period  since  1981,  we  have  seen  a  continued 
substantial  diminishing  of  the  Education  Consolidation  and  Im- 
provement Act  funds  with  a  concomitant  increase  in  some  of  the 
regulations  and  details  that  started  with  the  block  grant,  an  issue 
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I  think  we  have  to  be  very  watchful  for  as  the  Senate  thinks  about 
its  role  in  this  process  of  supporting  block  grants. 

Let  me  just  indicate  to  you  a  couple  of  quick  recommendations, 
because  I  believe  the  essence  of  our  testimony  this  morning  will 
probably  be  found  in  your  questions,  and  I  believe  all  of  us  are  pre- 
pared to  try  to  address  those  individually  and  collectively. 

Let  me  just  say  that  the  recommendations  I  would  hope  you 
would  consider,  first  is  to  recognize  and  respect  each  State's  gov- 
ernance structure.  That  is  not  the  priority  recommendation,  but  it 
is  a  key  recommendation  for  the  panel  to  consider.  Let  me  use  edu- 
cation as  the  best  example. 

As  I  understand  the  10th  Amendment  to  the  Constitution,  edu- 
cation is  indeed  left  to  the  States.  What  you  do  in  Congress  with 
regard  to  establishing  block  grants  ought  to  respect  the  governance 
structure  of  the  respective  States.  That  may  change;  I  understand, 
as  well  should  sucn  opportunities  for  the  people  of  New  Mexico. 
But  whatever  governance  structure  is  in  place  in  this  State  ought 
to  be  respected  in  the  block  grant  process. 

Chairman  Domenici.  What  does  that  mean? 

Mr.  Morgan.  Mr.  Chairman,  what  that  means  is  if  your  Con- 
stitution in  New  Mexico  says  that  education  is  governed  by  a  15 
member  State  board  of  education,  ten  elected  and  five  appointed  by 
the  Governor,  education  dollars  must  come  to  that  board  pursuant 
to  New  Mexico's  laws. 

If  I  may  be  more  specific,  if  you  are  talking  about  student  nutri- 
tion in  New  Mexico  schools,  that  allocation  ought  to  come  through 
the  block  grant  to  the  State  education  agency  to  ship  out  to  New 
Mexico  schools  and  with  the  diminishment  of  regulations  from  both 
entities.  Senator  Domenici,  both  meaning  State  department  of  edu- 
cation and  the  Federal  Government. 

Chairman  DoMENici.  I  thought  I  knew  what  you  meant. 

Mr.  Morgan.  I  wanted  to  be  clear. 

Chairman  Domenici.  But  I  wanted  to  make  sure  you  said  it  on 
the  record. 

Mr.  Morgan.  Yes,  sir,  for  the  record. 

Chairman  Domenici.  We  are  going  to  hear  from  school  board 
members  and  they  are  going  to  say  pass  it  right  on  to  them. 

Mr.  Morgan.  And  I  think  that  is  important.  I  believe  you  are 
going  to  find  that  one  of  the  recommendations,  in  fact,  let  me  just 
move  it  up.  One  of  my  recommendations  is  if  we  make  a  concerted 
effort  to  reduce  Federal  regulations  in  the  block  grant,  I  think 
States  have  the  same  obligation.  The  objective  is  to  be  able  to  re- 
duce the  administrivia,  the  bureaucracy  at  the  Federal  and  State 
levels  so  that  there  are  more  dollars  for  services  out  there  at  the 
classroom  level  in  this  process. 

I  would  also  suggest  to  you  that  funding  levels  must  be  in  some 
way  determined  by  a  recognition  of  growth  and  of  needs.  When  you 
are  dealing  with  a  State  like  New  Mexico,  one  of  the  reasons  we 
get  so  much  returned  back  is  because  we  have  so  many  children 
who  live  in  poverty  because  we  have  so  many  increased  numbers 
of  children  coming  to  New  Mexico  schools. 

For  us,  if  we  have  a  2  percent  growth  every  year  in  student  pop- 
ulation, that  needs  to  be  considered  somehow  as  you  contemplate 
the  distribution  of  block  grants.  Then  the  point  again  with  regard 
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to  regulations  is  that  this  is  not  a  Federal  only  initiative.  This  has 
to  be  a  partnership  with  the  States  to  make  similar  reductions. 

But  I  want  to  make  a  last  point  about  the  recommendations  and 
that  is  to  watch  the  monitors,  and  that  is  a  point  that  Heather  was 
making  to  you  as  well.  When  we  have  inspector  generals  come  in, 
when  we  have  auditors  come  in,  when  we  have  assorted  Federal 
monitors  come  in  and  you  gentlemen  say  block  grants,  but  when 
the  auditors  come  along  in  3  years  or  5  years  and  they  say,  "But, 
gee,  we  do  not  think  that  is  how  you  should  have  spent  that 
money,"  that  puts  the  State  in  a  very  difficult  position. 

Last,  a  document  that  I  found  useful  in  thinking  about  these  re- 
marks this  morning,  and  I  assume  all  of  you  have  seen  it,  but  per- 
haps the  audience  has  not,  the  General  Accounting  Office  just  com- 
pleted not  very  long  ago  in  the  last  couple  of  months,  a  report  on 
"Block  Grants,  Characteristics,  Experience  and  Lessons  Learned  " 
February  1995. 

I  found  this  useful  in  my  thinking  about  remarks  for  this  morn- 
ing, and  I  commend  it  to  the  audience  for  their  consideration  be- 
cause I  know  you  have  seen  it. 

Senator  Domenici,  we  will  stand  for  questions  when  you  are 
ready. 

Chairman  Domenici.  Thank  you  very  much.  Secretary  Harris, 
nice  to  have  you.  Would  you  please  give  us  your  testimony?  Your 
remarks  will  be  made  a  part  of  the  record  as  you  present  it  to  us. 

STATEMENT  OF  DAVID  W.  HARRIS,  SECRETARY,  Dr;PARTMENT 
OF  FINANCE  AND  ADMINISTRATION,  STATE  OF  NEW  MEXICO 

Mr.  Harris.  Thank  you,  Mr.  Chairman.  I  have  never  had  any- 
body say  I  needed  a  microphone  before,  but  I  will  try  this. 

^n  ^"^  J*^"  ^^^  much,  Mr.  Chairman.  I  believe  that  my  remarks 
really  echo  what  others  have  said  this  morning  in  many  respects 
I  believe  that  New  Mexico  welcomes  the  challenge  of  block  grants 
As  has  been  said  before,  I  believe  that  our  State,  if  afforded  suffi- 
cient responsibility  and  incentives,  can  do  a  better  job.  I  know  that 
New  Mexicans  want  the  opportunity  to  do  the  work  that  needs  to 
be  done  and  that  we  think  we  can  do  it  better  than  anyone  else 

After  all,  because  we  know  and  love  New  Mexico,  we  are  in  the 
best  position  to  target  the  needs  of  local  constituents  and  to  cre- 
atively deliver  services.  Block  grants,  fairly  structured  and  allo- 
cated, will  demand  that  New  Mexicans  become  expert  and  efficient 
managers;  that  we  learn  to  set  priorities;  make  difficult  decisions; 
and  above  all,  plan  ahead. 

The  flexibility  afforded  by  block  grants  will  engender  creativity 
and  opportunity.  Strict  spending  limits  will  serve  to  encourage  self- 
sufficiency  and  innovation,  and  if  we  are  successfiil,  and  I  think  we 
will  be,  particulariy  if  we  work  hand  in  hand  with  the  commu- 
nities, with  our  legislators,  and  with  our  advocacy  groups,  we  will 
greatly  improve  the  quality  of  services  provided  to  families  and 
those  most  at  risk. 

The  now  seemingly  bottomless  pit  of  entitlement  spending  as  led 
both  individuals  and  States  to  an  unhealthy  dependency  If  for  ex- 
ample, we  know  that  spending  "x"  amount  of  State  dollars 'will  re- 
sult m  y  amount  of  Federal  matching  dollars,  our  incentive  to  be 
resourceful  and  efficient  is  taken  away. 
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If  we  know,  on  the  other  hand,  that  there  are  "x"  amount  of  Fed- 
eral dollars  available  to  support  A,  B,  C  and  D  services  for  "y" 
amount  of  individuals,  believe  me,  we  will  work  very  hard  to  iden- 
tify priorities  and  the  best  possible  ways  to  effectively  deliver  serv- 
ices. 

As  we  work  harder  to  stay  within  our  budget,  we  will,  of  course, 
be  helping  to  reduce  the  Federal  deficit.  Mr.  Chairman,  while  I  am 
enthusiastic  about  the  opportunities  which  go  hand  in  hand  with 
the  block  grant  legislation  which  you  are  considering,  I  am  not  al- 
together comfortable  with  some  of  the  details  and  have  some  seri- 
ous concerns. 

You  have  undoubtedly  heard  many  of  these  before,  but  you  need 
to  know  that  New  Mexico  joins  in  this  chorus  in  that  we  too  seek 
certain  assurances  in  order  to  wholeheartedly  support  the  concept 
of  block  grants.  I  will  identify  my  concerns  as  briefly  as  I  can. 

I  think  first  and  foremost — and  I  think  the  others  have  alluded 
to  this — will  the  over  $1.2  billion  in  Federal  funds  provided  to  New 
Mexico  each  year  for  select  programs  such  as  medicaid,  education, 
AFDC  and  food  stamps  be  put  at  risk  so  that  we  in  turn  will  com- 
promise those  New  Mexicans  who  are  also  most  at  risk:  the  chil- 
dren of  the  poor,  the  disabled  and  the  elderly. 

Is  it  true,  as  we  have  heard,  that  New  Mexico  stands  to  lose  over 
$217  million  in  Federal  support  over  a  5-year  period  if  Titles  I  and 
II  alone  are  enacted?  And,  of  course,  we  are  referring  to  the  House- 
passed  measure  and  not  that  that  you  are  considering. 

Second,  must  the  latitude  and  independence  that  block  grants 
offer  be  exchanged  for  a  reduction  in  Federal  dollar  support?  We 
would  ask  that  fiscal  safeguards  be  left  in  place  such  as  easily  ac- 
cessible rainy  day  funds — and  I  am  not  talking  about  loans,  the 
carry-over  of  grant  fund  balances  from  year  to  year,  the  authority 
to  transfer  excess  grant  funds  from  one  block  grant  to  another,  the 
opportunity  to  increase  block  grant  fijnds  under  unusual  and  spe- 
cial circumstances,  and  a  guarantee  that  as  New  Mexico  grows  to 
be  more  efficient  in  its  spending,  that  Federal  support  will  not  di- 
minish correspondingly. 

In  other  words,  that  New  Mexico  will  be  rewarded,  not  punished, 
for  implementing  cost-saving  measures. 

Third,  of  particular  concern  are  spending  caps  and  growth  rates. 
Will  these  mechanisms  be  fully  responsive  to  population  growth, 
economic  cycles,  or  other  emergencies?  Will  the  growth  rate  that 
you  choose  for  all  States  be  advantageous  or  disadvantageous  for 
New  Mexico? 

For  example,  I  understand  that  a  "flat  5"  growth  rate  has  been 
considered  in  discussions  of  a  medicaid  block  grant,  a  precarious 
figure  since  medicaid  growth  in  New  Mexico  historically  has  far  ex- 
ceeded this  formula,  especially  considering  our  ever-increasing  de- 
mands for  long-term  care  for  the  elderly. 

What  is  the  relationship  between  this  proposed  growth  rate  and 
our  current  growth  rate,  coupled  with  the  favorable  medicaid 
match  rate  which  New  Mexico  has  historically  enjoyed? 

Fourth,  will  State  match  requirements  be  continued?  I  hope  not. 
If  one  purpose  of  block  grants  is  to  encourage  independent  manage- 
ment at  the  State  and  local  levels,  let  us  have  your  full  confidence. 
Our  Governor  and  our  legislators  will  remain  responsive  to  the 
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needs  of  New  Mexicans.  We  do  not  need  match  requirements  to  en- 
sure that  program  objectives  are  met. 

Fifth,  I  have  heard  that  the  base  year  which  Congress  is  consid- 
ering for  most  block  grants  is  Federal  fiscal  year  1994.  Again,  I 
hope  that  you  will  create  a  mechanism  for  exceptions  to  this  gen- 
eral policy.  If  not,  recently  expanded  medicaid  services  in  New 
Mexico  for  children  up  to  185  percent  of  the  poverty  level  will  suf- 
fer. 

Since  it  is  highly  improbable  that  New  Mexico  will  be  able  to  ab- 
sorb 100  percent  of  the  costs  related  to  this  medicaid  expansion, 
services  would  necessarily  need  to  be  cut  back,  and  our  neediest 
children  would  bear  the  consequences. 

Sixth,  if  block  grants  are  instituted,  it  is  crucial  that  New  Mexico 
know  well  in  advance  what  amounts  it  will  receive  under  capped 
entitlement  programs,  not  just  for  the  upcoming  fiscal  year,  but  for 
5  to  7  years  down  the  line. 

Funding  limits  demand  that  New  Mexico  revise  and  update  most 
of  its  long-term  planning  efforts  in  order  to  reduce  costs  and  pre- 
pare itself  for  the  difficult  choices  ahead,  for  example,  increasing 
State  spending,  reducing  benefits,  or  limiting  eligibility. 

Seventh,  bonus  payments  are  a  great  idea  and  a  definite  encour- 
agement to  better  performance,  but  are  the  bonus  structures  cur- 
rently under  consideration  realistic  and  accessible  to  States?  Will 
States  be  able  to  produce  concrete  results  in  a  short  period  of  time, 
results  which  you  will  reward  with  additional  funds?  If  a  bonus  is 
too  far  out  of  reach,  will  it  truly  serve  as  an  incentive? 

In  conclusion,  I  will  just  skip  most  of  this  verbiage  and  just  say 
that  I  think  the  real  three  keys  to  success  for  a  State  like  New 
Mexico  is  the  definition  of  the  baseline  number,  what  year  are  you 
going  to  choose,  what  type  of  flexibility  are  you  going  to  give  us, 
and  I  think  most  importantly,  the  timeframe  for  implementation 
will  be  very  difficult. 

As  I  stated  previously,  we  do  have  a  small  general  fund  budget, 
$3  billion  a  year,  and  I  think  we  extend  that  budget  in  ways  that 
other  States  do  not  do;  for  instance,  we  pay  100  percent  of  public 
education  at  the  State  level.  So  these  are  concerns  that  we  do  have, 
and  I  thank  you,  Mr.  Chairman. 

Chairman  DOMENICI.  Thank  you.  Great  testimony. 

[The  prepared  statement  of  Mr.  Harris  follows:] 
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New  Mexico  welcomes  the  challenge  of  block  grants:  as  has  been  said 
before,  I  too  believe  that  our  state,  afforded  sufficient  responsibility  and 
incentives,  can  do  a  better  job.  And  I  know  that  New  Mexicans  want  the 
opportunity  to  do  the  work  that  needs  to  be  done  and  that  we  think  we  can  do 
it  better  than  anyone  else;  after  all,  because  we  know  and  love  New  Mexico,  we 
are  in  the  best  position  to  target  the  needs  of  local  constituents  and  to  creatively 
deliver  services.  Block  grants,  fairly  structured  and  allocated,  will  demand  that 
New  Mexicans  become  expert  and  efficient  managers;  that  we  learn  to  set 
priorities,  make  difficult  decisions  and,  above  all,  plan  ahead.  The  flexibility 
afforded  by  block  grants  will  engender  creativity  and  opportunity.  Strict 
spending  limits  will  serve  to  encourage  self-sufficiency  and  innovation,  and,  if 
we  are  successful  (and  I  think  we  will  be,  especially  if  we  work  hand-in-hand 
with  our  communities  and,  above  all,  with  advocacy  groups),  greatly  improve 
the  quality  of  services  provided  to  families  and  those  most  at-risk. 

The  now  seemingly  bottomless  pit  of  entitlement  spending  has  led  both 
individuals  and  states  to  an  unhealthy  dependency.   If  we  know  that  spending  x 
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amount  of  state  dollars  will  result  in  y  amount  of  federal  match  dollars;  our 
incentive  to  be  resourceful  and  efficient  is  taken  away.  If  we  know  that  there 
are  x  amount  of  federal  dollars  available  to  support  a,  b,  c  and  d  services  for  y 
amount  of  individuals,  believe  me,  we  will  work  very  hard  to  identify  priorities 

and  the  best  possible  ways  to  effectively  deliver  services and,  as  we  work 

harder  to  stay  within  our  budget,  we  will  be  helping  to  reduce  the  Federal 
deficit. 

Mr.  Chairman,  while  I  am  enthusiastic  about  the  opportunities  which  go 
hand  in  hand  with  the  block  grant  legislation  which  you  are  considering,  I  am 
not  altogether  comfortable  with  some  of  the  details  and  have  some  serious 
concerns.  You  have  undoubtedly  heard  many  of  these  before,  but  you  need  to 
know  that  New  Mexico  joins  in  this  chorus  and  that  we,  too,  seek  certain 
assurances  in  order  to  wholeheartedly  support  the  concept  of  block  grants.  Here 
they  are. 

First  and  foremost,  will  the  over  1.2  billion  dollars  in  federal  funds 
provided  to  New  Mexico  each  year  for  select  programs  (such  sts  Medicaid, 
education,  AFDC  and  FoodStamps)  be  put  at  risk  so  that  we  in\um  will 
compromise  those  New  Mexicans  most  at-risk:  the  children  of  the  poor,  the 
disabled  and  elderly?  Is  it  true,  as  I  have  heard,  that  New  Mexico  stands  to  lose 
over  $217  million  in  federal  support  over  a  five-year  period  if  Titles  I  and  II 
alone  are  enacted? 
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Second,  must  the  latitude  and  independence  that  block  grants  offer  be 
exchanged  for  a  reduction  in  federal  dollar  support?  We  would  ask  that  fiscal 
safeguards  be  left  in  place,  such  as  easily  accessible  rainy  day  fiinds~and  I  do 
not  mean  loan  funds--,  the  carryover  of  grant  fund  balances  from  year-to-year, 
the  authority  to  transfer  excess  grant  funds  from  one  block  grant  to  another,  the 
opportunity  to  increase  block  grant  funds  under  unusual  and  special 
circumstances,  and  a  guarantee  that  as  New  Mexico  grows  to  be  more  efficient 
in  its  spending  that  federal  support  will  not  diminish  correspondingly;  in  other 
words,  that  New  Mexico  will  be  rewarded,  not  punished,  for  implementing  cost 
savings  measures. 

Third,  of  particular  concern  are  spending  caps  and  growth  rates.  Will 
these  mechanisms  be  fully  responsive  to  population  growth,  economic  cycles  or 
other  emergencies?  Will  the  growth  rate  that  you  choose  for  all  states,  be 
advantageous  or  disadvantageous  for  New  Mexico  (for  example,  I  understand 
that  a  "flat  5"  growth  rate  has  been  considered  in  discussions  of  a  Medicaid 
block  grant,  a  precarious  figure,  since  Medicaid  growth  in  New  Mexico 
historically  has  far  exceeded  this  formula,  especially  considering  our  ever- 
increasing  demands  for  long-term  care  for  the  elderly)?  What  is  the  relationship 
between  this  proposed  growth  rate  and  our  current  growth  rate  coupled  with  the 
favorable  Medicaid  match  rate  which  New  Mexico  has  historically  enjoyed? 

Fourth,  will  state  match  requirements  be  continued?  I  hope  not.  If  one 
purpose  of  block  grants  is  to  encourage  independent  management  at  the  state  and 
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local  level;  let  us  have  your  full  confidence.  Our  governor  and  our  legislators 
will  remain  responsive  to  the  needs  of  New  Mexicans— we  do  not  need  match 
requirements  to  ensure  that  program  objectives  are  met. 

Fifth,  I  have  heard  that  the  base  year  which  Congress  is  considering  for 
most  block  grants  is  federal  fiscal  year  FY'94.  Again,  I  hope  that  you  will 
create  a  mechanism  for  exceptions  to  this  general  policy:  if  not,  recently 
expanded  Medicaid  services  in  New  Mexico  (Medicaid  to  185%  for  Children) 
will  suffer.  Since  it  is  highly  improbable  that  New  Mexico  will  be  able  to 
absorb  100%  of  costs  related  to  this  particular  Medicaid  expansion,  services  will 
need  to  cut  back,  and  our  neediest  children  will  bear  the  consequences. 

Sixth,  if  block  grants  are  instituted,  it  is  crucial  that  New  Mexico  know 
well  in  advance  what  amounts  it  will  receive  under  capped  entitlement  programs, 
not  just  for  the  upcoming  fiscal  year,  but  for  at  least  five  to  seven  years  down 
the  line.  Funding  limits  demand  that  New  Mexico  revise  and  update  most  of  its 
long-term  planning  efforts  in  order  reduce  costs  and  prepare  itself  for  the 
difficult  choices  ahead  (e.g.,  increasing  state  spending,  reducing  benefits  or 
limiting  eligibility,  to  name  a  few). 


Seventh,  bonus  payments  are  a  great  idea  and  a  definite  encouragement  to 
better  performance;  but  are  the  bonus  structures  currently  under  consideration 
realistic  and  accessible  to  states?   Will  states  be  able  to  produce  concrete  results 
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in  a  short  period  of  time;  results  which  you  will  reward  with  additional  fiinds? 
If  a  bonus  is  too  far  out  of  reach,  will  it  truly  serve  as  an  incentive? 

In  conclusion,  I  would  like  to  take  this  opportunity  to  thank  you  for 
coming  to  Santa  Fe  to  listen  and  for  allowing  New  Mexico  the  opportunity  to 
participate  in  this  critical  dialogue.  Yes,  New  Mexico  is  ready;  we  want  you 
to  pass  the  torch- we  want  your  trust;  and  we  are  more  than  ready  to  become  an 
active  partner  in  the  change  ahead.  While  we  gladly  accept  the  challenge  and 
responsibility  of  block  grants;  please  remember,  bottom  line,  that  today  we  have 
asked  you  to  adequately  safeguard  our  baseline  levels  of  spending  by 
incorporating  mechanisms  that  will  ensure  that  New  Mexico  is  not  put  at  risk 
during  this  time  of  experiment  and  innovation. 


Thank  you  very  much. 
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Federal  Fund  Impacts 

Select  NM  Programs 
(in  miUions  of  dollars) 


Medicaid 


AFDC 


\VIC 
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Federal  Fund  Impact  on  NM  Education 
Budgeted  FY  95  dollars 


USDA  Child  Nutrition 


USDE  Flowtiirough 


^  USDEVoc.Educ. 


Education  Department 


Credits* 


54,789,140 


31  111,749,927 


12,907,469 


i  4,212,500 


24,650,000 


I     >     I     .     I     .     I 


■dhs  Include: 
_«74-  23,000,000;  ForesC  reserve  7S0,00«;  LA  Adluslmem  900,000 


Source:  NM  Stale  Depanmenl  of  Education 
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Chairman  DoMENici.  Senator  Frist? 

Senator  Frist.  It  was  outstanding  testimony  in  terms  of  an  over- 
view. 

Secretary  Harris,  in  your  testimony,  you  said  that  spending  caps 
and  growth  rates  are  a  big  concern;  we  all  agree  with  that  in  terms 
of  how  in  the  world,  in  getting  the  grants  out,  do  we  assure  this 
fairness  over  time  given  the  fact  that  there  are  50  different  States 
out  there. 

Then  you  go  on  to  say  that  the  relationship  between  the  proposed 
growth  rate,  specifically  talking  about  medicaid,  and  the  current 
growth  rate  coupled  with  the  favorable  medicaid  match  rate — and 
I  am  from  a  State  that  is  similar,  not  quite  as  favorable  as  here, 
but  a  favorable  match  rate  New  Mexico  has  historically  enjoyed. 

Then  you  go  on  and  say,  "Let's  do  away  with  all  matches."  What 
is  your  recommendation  to  us?  The  match  is  historical,  if  the  dis- 
parities are  there,  it  was  an  attempt  to  over-regulate,  to  make  sure 
that  there  is  some  sort  of  compensation. 

Now  we  at  the  Federal  level  want  to  get  out  of  that  business  and 
you,  I  think,  want  us  to  get  out  of  this  business  through  this  tran- 
sition period,  which  is  going  to  be  there,  and  I  do  not  think  the 
"flat  5"  or  "flat  4"  or  "flat  6"  is  the  way  to  go  either. 

What  is  your  recommendation  to  us?  Get  away  from  matches  to- 
tally? But  then  we  come  back  to  where  we  started  from. 

Mr.  Harris.  Mr.  Chairman,  I  believe  that  inherent  in  this  whole 
program  is  that  New  Mexico  is  going  to  have  to  maintain  its  com- 
mitment to  these  programs.  But  I  believe  as  they  are  redefined, 
matching  as  a  requirement  is  going  to  become  less  necessary.  I 
think  that  the  definition  of  the  services  that  are  going  to  be  deliv- 
ered and  how  they  are  going  to  be  tailored  to  our  population  is 
really  going  to  define  the  amount  of  money  that  is  going  to  be  dis- 
tributed, both  Federal  and  State,  to  these  programs. 

I  think  that  is  the  real  key  to  this  thing,  is  how  we  partner  with 
our  citizenry  and  with  the  people  who  receive  these  services.  I 
think  that  the  State  financial  commitment  is  inherent  in  this  pro- 
gram and  will  grow,  I  think,  in  accordance  with  the  way  that  the 
program  has  grown  historically. 

I  do  not  think  the  5  percent  is  accurate,  but  I  do  not  think  that 
a  strict  matching,  strings-attached  type  of  approach  is  really  going 
to  work  in  this  kind  of  environment  where  you  are  expecting  us  to 
innovate  in  order  to  cut  corners  and  save  money. 

Senator  Frist.  Medicaid,  once  we  get  through  a  transition  period, 
would  you  like  to  see  the  match  done  away  with? 

Mr.  Harris.  Yes,  Mr.  Chairman.  I  think  that  we  really  are  not 
going  to  require  those  types  of  controls  from  the  Federal  Govern- 
ment in  order  to  deliver  these  services. 

Senator  Frist.  In  your  charts  ^  which  are  submitted  as  part  of 
the  testimony,  the  $200  million  in  medicaid,  how  much  of  that  is 
Federal  funds  coming  in?  It  is  just  the  flip  side  of  the  question  I 
asked  earlier. 

Mr.  Harris.  Mr.  Chairman,  if  you  would  look  at  these  charts — 
and  these  are  very  selective.  These  do  not  represent,  by  any  means, 
all  the  Federal  funds  that  come  to  New  Mexico.  I  thinJi  if  you 

•  See  p.  127. 
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looked  at  our  universities,  our  highway  department,  you  would  find 
that  we  generate  probably  as  much  from  the  Federal  Government 
as  we  do  ourselves. 

The  blue  area  represents  Federal  money;  the  yellow  represents 
the  State  match. 

Senator  Frist.  The  blue,  for  instance,  stands  at  $546  million  and 
the  yellow  is  $200  million  in  State  match? 

Mr.  Harris.  That  is  right. 

Senator  Frist.  If  we  were  to  say  strings  not  attached,  we  were 
to  give  you  $546  million  today  flat,  not  that  that  is  what  is  going 
to  be  done  at  all,  how  comfortable  would  you  be  if  the  regulations 
were  not  there,  taking  that  same  amount  of  money? 

Mr.  Harris.  I  would  feel  very  confident,  Mr.  Chairman,  that  we 
could  tailor  programs  that  would  deliver  services  based  on  those 
dollars.  We  would  have  no  choice,  and  I  think  that  we  would  em- 
brace it. 

Chairman  DOMENICI.  Senator,  would  you  yield  for  one  moment? 

Senator  Frist.  Yes. 

Mr.  Harris.  Dorothy  has  another  concern. 

Ms.  Danfelser.  Mr.  Chairman  and  Senator  Frist,  the  only  thing 
I  would  want  to  clarify  would  be  that  we  are  in  the  middle  of  ex- 
panding the  medicaid  coverage  for  children  up  to  185  percent  of 
poverty,  so  that  this  next  year,  fiscal  year  1996,  is  an  important 
piece  in  terms  of  what  really  happens  with  that. 

Mr.  Harris.  And  that  is  what  I  tried  to  say  earlier,  Mr.  Chair- 
man. I  think  you  need  to  define  a  window  that  recognizes  where 
we  are  in  this  program  and  not  simply  say,  "Let's  go  back  a  year 
or  a  year-and-a-half,"  and  that  is  where  we  start  the  program,  be- 
cause certainly  New  Mexicans  will  sufier  from  that  approach. 

We  have  been  leveraging  in  every  way  we  can.  That  has  been  our 
philosophy. 

Senator  Frist.  And  the  challenge,  as  you  point  out,  in  Tennessee 
and  Michigan,  is  that  we  use  the  word  "harvesting,"  we  have  used 
the  word  "jimmying,"  and  I  will  use  the  word  "gaming."  Everybody 
has  been  after  the  system  because  we  have  so  many  regulations 
and  that  is  the  real  challenge  to  us  as  public  representatives,  is  to 
equalize  that  out. 

Chairman  DOMENICI.  One  of  the  most  frequently  heard  com- 
plaints about  block  grants  is  that  the  State  will  not  maintain  its 
effort.  I  am  already  seeing  people  in  the  audience  nodding.  Mainte- 
nance of  effort  has  a  lot  of  different  qualities,  one  of  which  is  if  you 
have  got  your  own  money  in  it,  you  are  generally  more  concerned 
about  how  you  spend  it. 

I  do  not  buy  that  hook,  line  and  sinker,  but  generally,  that  is  a 
pretty  good  premise. 

Are  you  suggesting  that  because  there  is  such — if  we  pull  the 
strings  off,  there  will  be  so  much  flexibility  that  you  really  think 
the  maintenance  of  effort  will  be  more  flexible  than  it  is  now?  Is 
that  the  concept? 

Mr.  Harris.  I  certainly  do,  Mr.  Chairman.  I  think  it  is  going  to 
be  really  incumbent  upon  us  to  find  the  efficiencies  within  this 
funding  pie  to  continue  to  deliver  those  services  over  time.  I  do  not 
believe  that  with  the  separation  of  powers  that  our  legislature  is 
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going  to  allow  these  programs  to  suffer  unless  there  is  valid  jus- 
tification to  do  that. 

Chairman  DoMENici.  Do  you  have  any  further  questions,  Sen- 
ator? 

Senator  FRIST,  No,  thank  you,  Mr.  Chairman. 

Chairman  DOMENICI.  Senator  Abraham? 

Senator  Abraham.  I  was  just  going  to  ask  the  very  same  point 
you  brought  up.  You  were  talking  about  in  some  of  those  six  or 
seven  points  that  you  asked  us  to  consider  was  your  ability  to 
transfer  funds  within  these  different  block  grants. 

What  we  hear  on  the  other  side  of  the  country  in  these  debates 
is  the  argument  that,  of  course,  what  will  happen  is  that  the  pro- 
grams that  help  the  neediest  will  suffer  because  there  will  be  polit- 
ical power  in  certain  other  priorities  that  will  cause  you  to  make 
decisions  that  are  not  right. 

Address  that  issue,  because  we  keep  hearing  that  that  is  what 
is  going  to  happen  out  here  in  the  States,  and  I  would  like  to  ask 
several  panels  here  to  touch  on  this,  to  address  it,  because  we  re- 
sponded, I  think,  that  we  believe  that  States  have  a  greater  rather 
than  a  lesser  concern  for  the  well-being  of  the  citizenry. 

But  I  would  like  to  hear  from  people  who  are  going  to  be  on  the 
front  lines  as  to  how  you  would  intend  to  use  that  flexibility. 

Mr.  Harris.  Well,  Mr.  Chairman,  I  think  you  all  recognize  from 
being  in  Congress  that  there  is  a  tremendous  tug  of  war  that  exists 
between  programs  for  priority  of  funding,  and  that  is  not  going  to 
change  regardless  of  what  you  do.  In  a  State  like  New  Mexico  that 
is  relatively  poor,  that  will  continue,  but  I  do  not  think  that  estab- 
lishing rigid  controls  over  a  program  that  you  are  trying  to  decon- 
trol is  going  to  make  it  work.  I  just  do  not  see  how  it  can.  That 
is  just  my  own  brief  point.  Alan  or  Dorothy  or  Heather  may  have 
other  ideas. 

Senator  Abraham.  I  would  like  to  hear  from  them  because  again, 
we  keep  hearing  a  reference  to  a  hypothetical  place  in  America 
where  somehow  or  another,  this  approach  of  block  grants  has  re- 
sulted in  certain  massive  relinquishment  of  responsibility  on  the 
part  of  the  State  and  local  government,  and  I  just  have  not  found 
that  State  yet. 

But  I  assume  we  did  not  come  here  because  this  is  what  is  going 
to  happen  in  New  Mexico,  but  I  just  wanted  to  get  a  idea  from  the 
people  who  will  be  held  accountable. 

Mr.  Harris.  I  think  there  will  be  strong  competition  between 
programs  for  funding,  for  appropriations.  That  will  always  be 
there.  Setting  the  priorities  and  finding  the  need,  I  think,  is  the  re- 
sponsibility of  the  Chief  Executive  and  the  legislature. 

Ms.  Danfelser.  Mr.  Chairman  and  Senator,  I  think  that  it  has 
been  true  that  in  the  past  we  have  been  competing  for  resources, 
and  when  they  become  more  limited,  the  competition  increases.  I 
think  that  it  behooves  us  to  look  at  it  for  the  viewpoint  of  collabora- 
tion, and  then  really  commit  to  that  process. 

The  Governor  has  assigned  Cabinet  counsel  for  welfare  reform 
and  has  initiated  some  preliminary  meetings.  We  will  continue 
with  that  process,  but  that  is  only  the  very  beginning.  But  we  will 
be  working  with  this  throughout  the  legislature  throughout,  with 
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the  advocacy  groups,  with  the  local  governments,  with  community 
resources  and  a  variety  of  components. 

New  Mexico  has  had  a  wonderful  opportunity  in  the  past  to  work 
together.  Even  though  we  are  the  fifth  largest  State,  we  have  come 
together  to  solve  problems.  I  think  that  we  are  talking  about  an 
issue  of  trust,  and  there  probably  is  some  mistrust  in  terms  of 
what  is  going  to  take  place  with  this  new  Administration  and  with 
this  change  in  how  funding  takes  place,  so  that  I  would  give  it 
some  time  to  develop  that  trust  and  really  work  together  in  a  col- 
laborative means. 

When  you  develop  that  common  vision  of  what  it  is  you  are 
about,  I  believe  that  the  spirit  of  the  people  in  New  Mexico  can 
come  forth  and  design  programs  that  are  meaningful,  build  upon 
what  has  already  been  in  place,  and  expand  it  to  meet  current 
needs,  and  continue  to  have  an  effort  of  moving  people  towards 
self-reliance  and  self-sufficiency. 

Ms.  Wilson.  Mr.  Chairman  and  Senator,  I  think  folks  have 
looked  at  the  Federal  Government  entitle  programs,  both  folks  who 
have  worked  in  State  government  and  also  more  generally,  as  a 
bottomless  pocketbook,  as  a  place  to  go  to  try  to  get  more  money 
as  opposed  to  expending  what  we  have  more  responsibly. 

That  is  just  not  true,  and  Senator  and  Mr.  Chairman,  you  point- 
ed that  out  quite  rightly  at  the  beginning  of  your  opening  state- 
ment, that  who  is  going  to  pay  for  that?  Well,  it  is  going  to  be  our 
kids  who  pay  for  that  and  they  are  going  to  pay  interest  rates  that 
make  the  balance  and  the  interest  rates  on  my  VISA  card  just  look 
like  a  pittance. 

That  bottomless  pocketbook  is  over,  but  because  it  is  over  and  be- 
cause of  the  block  grants,  it  forces  us  to  work  responsibly  at  the 
State  level  on  these  programs.  The  issue  and  I  think  the  fear  that 
you  are  seeing  is  both  the  fear  of  change  and  uncertainty  about 
what  will  happen  when  these  come  back  to  the  State  level. 

But  the  issue  is  also  who  decides.  Who  should  decide  what  re- 
sources go  where,  and  I  know  that  there  will  be  tremendous  pres- 
sure and  tug  of  war  between  programs  here  in  New  Mexico,  as 
there  is  on  the  Federal  level  every  year,  and  you  have  seen  it  up 
there. 

But  here  in  New  Mexico,  I  believe  that  these  issues  are  personal — 
for  us.  These  are  not  just  programs  that  have  budget  numbers  be- 
side them.  These  are  people  and  these  are  kids,  and  I  believe  that 
government  is  best  done  when  it  is  closest  to  the  people  who  are 
affected  by  the  decisions  we  make. 

In  that  sense,  I  think  that  the  people  of  New  Mexico  will  be  bet- 
ter served  by  making  those  decisions  closer  to  the  people,  and  that 
we  will  not  see  a  reduction  in  State  commitment.  We  will  see  an 
increase  in  State  responsibility  and  perhaps  an  increase  in  State 
funding  for  these  kinds  of  programs. 

Chairman  DOMENICI.  First  I  wanted  to  remind  the  distinguished 
Senator  from  Michigan  that  when  he  used  his  analogy  of  the  Santa 
Fe  Trail  and  the  trail  of  income  tax  back  to  Washington  and  the 
trail  of  Federal  Government  money  back  to  the  States,  I  was  very 
concerned  because  I  did  not  think  you  understood  precisely  how 
that  comes  back.  To  New  Mexico,  the  wealth  is  coming  back  from 
the  Federal  Government. 
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Senator  Abraham.  No;  I  was  looking  at  Michigan,  which  is  about 
48th  in  this,  so  I  said  that  whatever  committee  Pete  Domenici  is 
on,  I  want  to  get  on  that  committee,  and  whenever  he  says  come 
to  some  place,  I  am  going  to  be  there  for  the  hearing. 

I  did  not  speak  in  dollars  though  as  much  as  programs.  I  am  less 
concerned  about  it.  I  am,  as  I  said,  happy  to  see  dollars  go  back; 
instead,  it  comes  back  in  the  form  of  programs  that  are  unmanage- 
able or  severely  restrictive  on  the  actual  purpose  that  the  program 
had  been  initially  intended  to  fulfill. 

I  have  just  one  last  question  for  Secretary  Danfelser.  We  in 
Michigan  have  discovered,  as  we  have  tried  to  administer  these 
programs,  that  with  the  current  constraints  and  regulations,  that 
a  huge  percentage  of  the  time  of  the  front  line  workers  and  our 
State  Department  of  Social  Services,  is  not  devoted  to  working  with 
individuals  who  are  the  beneficiaries  of  the  programs  to  try  to  get 
them  into  jobs  or  into  some  sort  of  training  program;  but  rather, 
on  paperwork  that  comes  from  Washington. 

I  wondered  if  you  had,  in  your  own  experience,  a  similar  type  of 

Eroblem,  and  to  the  extent  you  could,  put  some  sort  of  allocation, 
ecause  I  am  curious  as  to  the  percentage  of  time  your  front  line 
workers  have  to  devote  to  work  that  is  not  related  to  the  actual 
beneficiaries  and  actually  working  with  the  recipients  of  the  pro- 
gram. 

Ms.  Danfelser.  Mr.  Chairman  and  Senator  Abraham,  I  believe 
it  is  at  least  25  percent,  but  I  am  not  sure  if  that  is  an  accurate 
statement.  I  would  say  that  the  people  on  the  front  line  would  be 
very  grateful  for  the  fact  that  you  recognize  that  that  is  a  signifi- 
cant barrier. 

Also,  I  would  like  to  indicate  to  you  that  we  as  a  State  have  been 
talking  about  this  one-stop  shopping  concept  for  quite  a  while  and 
I  think  that  this  is  truly  an  opportunity  for  us  to  implement. 

Not  only  will  we  be  doing  some  cross-training  of  services,  for  ex- 
ample, if  you  have  an  income  support  worker  taking  in  information 
on  a  particular  client,  then  they  have  to  go  across  town  to  get  the 
same  information  to  the  Child  Support  Enforcement  Division,  that 
information  goes  into  two  separate  places  within  our  data  bank  on 
child  services. 

So  not  only  are  we  taking  the  time  of  several  people  to  collect 
that  data;  we  are  taking  significant  resources  to  store  and  maintain 
that  data,  so  that  the  block  grants  would  give  us  a  tremendous  op- 
portunity to  reduce  those  costs  and  put  that  back  into  programs. 

Senator  Abraham.  Well,  I  know  we  have  heard  in  committee,  say 
again,  Michigan  was  one  where  we  heard  these  numbers.  They 
were  actually  quite  a  bit  higher  than  25  percent,  particularly  when 
we  got  into  the  area  of  training  and  waivers  for  various  require- 
ments for  beneficiaries,  and  we  found  that  that  then  started  to 
consume  even  more  significant  amounts  of  time. 

I  bring  it  up  because  the  notion  tends  to  be  that  the  block  grant 
is  simply  a  way  to  reduce  spending  on  programs  in  Washington 
and  to  force  States  into  greater  roles  of  bureaucracy  and  so  on. 

I  do  not  see  it  that  way  at  all.  Just  the  flexibility,  at  least,  if  we 
go  the  route  that  is  recommended  here  by  somebody,  trying  to  take 
all  these  strings  off.  Actually  we  would  hope,  I  think,  also  that 
would  have  the  benefit  of  freeing  up  people  whose  time  is  now 
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being  misallocated  to  pay  for  work  and  let  them  do  the  job  of  trying 
to  move  folks  out  of  a  current  pattern  of  dependency  and  into  more 
productive  opportunities. 

But  others  can  comment  on  that  if  they  want  to. 

Mr.  Morgan.  Senator  Abraham,  may  I  make  a  quick  comment 
about  that  and  use  a  real  life  example? 

Senator  ABRAHAM.  Of  course. 

Mr.  Morgan.  You  asked,  I  thought,  a  very  good  question  earlier 
about  which  programs  have  the  most  onerous  requirements.  Let  me 
give  you  two  quick  examples. 

If  you  look  in  New  Mexico,  Senator  Domenici,  at  a  $4  million  pro- 
gram like  the  Carl  Perkins  Vocational  Educational  Act,  here  you 
have  a  whole  series  of  set-asides  mandated  by  Federal  law.  Ten 
percent  of  the  money  must  be  used  for  displaced  homemakers,  "x" 
percentage  of  the  money  for  disabled  adults,  "x"  percentage  of  the 
money,  and  you  go  on  through  category  after  category,  fairly  de- 
tailed directives,  regardless  of  the  State's  particular  composition  in 
any  of  these  areas.  So  that  is  the  kind  at  the  low  end  of  dollars, 
$4  million,  lots  of  details. 

Upper  end  for  New  Mexico,  $40  million  in  U.S.  Department  of 
Agriculture  money  for  the  Student  Nutrition  Program.  Well,  here 
we  have  requirements  in  Federal  law  where  staff  in  the  State  De- 
partment of  Education  will  travel  throughout  New  Mexico,  visit 
722  schools,  and  take  a  little  scale  with  you  and  measure  the 
weight  of  the  spinach  on  a  child's  plate.  All  right? 

Now,  the  objectives  are  worthwhile.  We  want  nutritious  food, 
that's  the  name  of  the  program.  Student  Nutrition.  But  the  reality 
is,  is  that,  in  fact,  the  best  use  of  the  administrative  dollars 

Someone  from  the  Audience:  No. 

Mr.  Morgan.  And  I  appreciate  the  Lord  speaking  to  me  again. 

Chairman  DOMENICI.  We  will  be  glad  to  chime  in. 

Mr.  Morgan.  I  think  the  question  though,  and  really  the  one  I 
am  trying  to  raise  is  whether  or  not  the  balancing  act — and  that 
is  really  what  we  are  talking  about  here,  is  how  do  we  keep  the 
balance  focused  upon  services  and  outcomes  for  kids,  in  my  case, 
but  at  the  same  time  recognizing  that  we  are  going  to  have  to  re- 
duce those  Federal  dollars. 

Well,  the  only  way  to  do  that  is  to  determine  which  pieces  of  the 
administrivia  can  go  and  still  keep  the  services  at  that  local  level. 
That  is  the  balancing  act  and  I  am  confident  that  you  will  have  to 
look  at  that  probably  even  more  carefully  than  we  will  at  the  early 
stage.  Thank  you. 

Chairman  DOMENICI.  Let  me  make  an  observation  regarding 
school  lunch  programs.  Essentially  in  the  United  States  Senate, 
and  in  any  assumptions  we  make  in  the  Budget  Committee,  we  are 
not  going  to  try  to  save  money  on  school  lunch  progr£ims,  for  all 
the  notoriety  about  it.  But  what  we  would  hope  is  that  we  would 
accommodate  what  you  just  described,  which  is  leave  the  amount 
of  money,  but  find  a  way  to  not  have  so  many  strings  attached  to 
the  program. 

We  will  be  hearing  tomorrow  from  some  who  directly  administer 
the  program  and  they  will  tell  us  the  same  thing. 

Mr.  Morgan.  Thank  you. 
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Chairman  Domenici.  They  want  to  administer  them,  but  they 
would  like  very  much  to  be  in  charge  of  the  program.  They  think 
they  can  run  a  program  pretty  well  in  Albuquerque  without  people 
running  around  weighing  the  spinach  and  lots  of  other  things. 

Secretary  Wilson,  you  had  a  comment,  please. 

Ms.  Wilson.  Mr.  Chairman,  Senator,  2  weeks  ago  representa- 
tives of  the  100  certified  mental  health  care  providers  in  this  State, 
met  with  me.  In  New  Mexico,  most  of  these  providers  are  group 
homes  or  residential  treatment  facilities. 

There  is  a  very  high  level  of  frustration  among  the  managers  of 
these  facilities.  In  part,  it  is  things  that  we  do  at  the  State  level 
that  bother  them  and  we  are  fixing  those,  but  many  of  their  con- 
cerns are  driven  by  medicaid  requirements.  The  providers  shared 
with  me,  and  having  come  from  small  business  myself  I  can  cer- 
tainly believe  this  is  true,  that  28  percent  of  their  funding  goes  to 
overhead  driven  by  certification  requirements. 

The  impact  of  these  regulations  is  not  only  in  the  money  that  is 
spent,  it  is  the  frustration  these  roles  engender  which  takes  away 
productive  energy  from  dealing  with  kids  and  their  problems.  I 
identify  with  that  problem  and  I  would  like  to  see  us  try  to  fix  it 
and  make  sure  that  as  we  balance  this  budget  at  the  Federal  level, 
that  we  reduce  the  regulatory  burden  so  that  we  can  reduce  the 
money  spent  on  overhead,  we  can  reduce  the  frustration,  and  we 
can  keep  providing  services  to  the  kids. 

Chairman  DOMENICI.  We  are  already  running  a  bit  late,  but  I 
would  just  like  to  make  a  couple  points.  Secretary  Wilson,  I  think 
I  read  you  to  be  saying  that  you  would  like  us  to  find  a  way  to  help 
you  all  prepare  by  transitioning  the  funding  so  that  we  do  not  go 
all  the  way  to  the  bottom  number;  but  rather,  if  we  are  going  to 
come  down,  start  at  a  very  high  number  and  come  down  so  that 
you  have  time  to  get  the  program  in  a  new  management  scheme. 

Is  that  a  correct  assessment  of  what  you  are  saying? 

Ms.  Wilson.  Mr.  Chairman,  Senators,  there  is  a  question  of  tim- 
ing, but  it  is  not  only  the  money,  but  to  me  it  is  more  the  manage- 
ment. I  just  do  not  want  to  take  the  Federal  Government  medicaid 
rules  and  create  a  junior  version  medicaid  at  the  State  level. 

We  need  to  start  out  with  a  clean  sheet  of  paper;  we  need  to  start 
coloring  outside  the  lines.  Our  problem  is  that  we  have  folks  who 
very  familiar  with  this  system.  We  have  employees  who  have  spent 
a  whole  career  complying  with  Federal  requirements,  and  all  of  a 
sudden  we  are  going  to  say  to  them  there  are  not  any  Federal  re- 
quirements. Make  New  Mexico's  Program. 

That  is  a  completely  different  problem  and  approach.  We  will 
need  to  find  some  talented  people  who  can  change  the  system.  That 
is  my  principal  concern. 

Senator  Frist.  Excuse  me,  Mr.  Chairman. 

Chairman  DOMENICI.  Sure. 

Senator  Frist.  Is  that  saying  it  applies  to  medicaid  and  I  am 
sure  we  are  going  to  hear  that.  Does  it  apply  to  other  fields  as 
well?  This  whole  infrastructure  is  a  real  concern  to  us,  us  being  the 
United  States  Senate  Budget  Committee.  It  applies  to  medicine 
clearly,  very  complex. 

Does  it  apply  to  other  fields  as  much  or  are  we  better  prepared 
in  other  areas? 
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Ms.  Danfelser.  Mr.  Chairman  and  Senator  Frist,  I  would  also 
have  to  say  that  when  you  come  in  for  the  Welfare  Program,  there 
are  so  many  different  categories  and  there  are  so  many  ways  to 
keep  you  off  the  program  that  we  are  very  effective  in  that  admin- 
istrative overhead  in  keeping  you  off  the  program. 

We  welcome  the  opportunity  to  change  that,  really  defining  not 
only  to  help  an  individual  to  find  those  services  needed  at  that 
point  in  time,  but  also  have  labor  and  have  economic  development 
opportunities  and  other  training  opportunities  right  there  at  the 
front  as  you  come  into  the  offices  for  assistance  so  that  you  are 
truly  getting  into  access  to  the  services  that  you  need  at  that  point 
in  time. 

Chairman  Domenici.  I  guess  what  I  would  like  to  know,  and 
maybe  you  can  furnish  some  of  this  in  writing,  I  am  hearing  that 
what  you  really  want  is  to  give  you  some  interim  steps  that  you 
can  take,  rather  than  saying  this  block  grant  in  whatever  these 
fields,  be  it  the  welfare  part,  be  it  medicaid. 

You  say  don't  put  that  on  us  in  5  months  and  say  you  have  got 
the  program  to  devise  in  the  manner  you  just  described.  You  want 
some  time  to  be  able  to  get  that  done. 

Could  you  give  us  a  little  more  information  in  writing  on  how 
you  might  see  that  for  the  various  programs  that  we  have  spoken 
about  here  today?  I  just  was  going  to  comment,  I  was  going  to  ask 
a  question  based  on  this  finding.  For  those  of  you  who  wonder 
whether  we  have  too  many  better  programs,  according  to  the  cata- 
log of  Federal  Domestic  Assistance,  there  are  1,353  assistance  pro- 
grams administered  by  51  different  agencies  of  the  Federal  Govern- 
ment. 

Obviously  that  would  take  a  genius  if  not  the  Lord  himself  to 
make  those  efficient  because  obviously  we  do  not  draw  them  very 
efficient.  We  draw  them  all  separate  and  there  they  are  out  there 
working.  Two  other  observations. 

For  those  who  oppose  block  grants,  there  are  two  schools  of 
thought.  One  school  says  that  we  should  not  be  sending  Federal  tax 
money  to  the  States  for  them  to  run  programs.  We  ought  to  engage 
in  a  new  effort  which  would  say,  these  things  States  do,  these 
things  Federal  Governments  do.  What  the  States  do,  you  tax  your 
own  people,  your  people  will  pay  for  it;  what  we  do,  we  use  the 
Federal  tax  pool. 

Frankly,  there  are  a  lot  of  books  written  about  that.  It  is  my  con- 
sidered opinion,  and  I  believe  it  is  happening  in  the  Congress,  that 
we  cannot  go  through  that  exercise  and  evolution  of  who  should  be 
doing  what,  and  the  block  grants  are  an  interim  for  the  better  or- 
ganization of  the  responsibilities  between  the  Federal  Government 
and  the  States. 

Second,  there  are  some  who  say  do  not  do  it  because  you  are 
going  to  give  us  less  money  for  the  blocked  programs  over  time. 
But  I  would  just  throw  out  to  them  the  notion,  would  you  rather 
have  the  myriad  of  programs  and  have  them  cut  substantially,  or 
would  you  like  to  try  a  more  efficient  approach  wdth  block  grants. 

Frankly,  there  is  not  any  reason  to  be  talking  about  not  reducing 
the  expenditures  of  the  Federal  Government,  and  the  programs  we 
are  speaking  about  have  to  be  reduced.  Growth  has  to  be  changed 
from  10  percent  a  year  to  something  more  reasonable,  or  we  have 
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to  pool  programs  that  really  make  duplication.  But  there  will  not 
be  more  money,  there  will  be  less  money. 

So  the  options  are  not  great  unless  one  takes  the  position  that 
we  should  not  be  reducing  the  deficit  and  continue  as  we  are,  in 
which  event,  there  are  a  number  of  options  which  I  do  not  think 
Congress  is  going  to  accept  nor  the  President. 

I  am  going  to  submit  a  few  questions  to  you,  but  I  greatly  appre- 
ciate your  appearing.  I  know  some  of  you  are  very  new  at  this  and 
I  just  want  to  compliment  you  and  say  to  you,  it  was  not  nearly 
as  bad  as  some  of  you  thought  it  was  going  to  be.  We  are  pretty 
nice  guys.  Thank  you  very  much. 

We  are  going  to  take  about  a  10-minute  break.  Will  the  next 
panel  please  come  up? 

[Brief  recess] 

Chairman  DOMENICI.  Could  we  please  call  this  to  order?  We  are 
running  a  little  bit  late  and  our  two  visiting  Senators  perhaps  will 
have  to  leave  immediately  after  your  presentation.  Let  me  make  a 
couple  of  observations  since  we  are  now  going  to  be  dealing  with 
medicaid,  and  let's  talk  a  little  bit  about  a  a  Health  Program  or 
two. 

First  of  all,  I  think  everybody  should  know  that  there  are  two 
American  programs  in  health  that  are  big  programs,  both  of  which 
are  extremely  expensive.  One  is  medicare  and  one  is  medicaid.  Let 
me  address  medicare  for  a  minute. 

Medicare  is  an  entitlement,  it  is  a  trust-funded  entitlement.  Ev- 
erybody that  works  in  the  United  States  gets  a  tax  imposed  on 
their  salary  that  goes  into  that  fund  for  medicare.  It  is  a  Senior 
Citizens  Program.  About  6  days  ago  or  seven,  a  group  of  trustees — 
four  of  whom  worked  for  the  President  of  the  United  States,  three 
of  whom  are  Cabinet  members,  two  are  citizens,  one  Democrat,  one 
Republican — completed  their  review  of  medicare  and  its  state  of 
solvency  and  issued  a  report  to  the  Congress  and  the  President 
that  if  it  were  not  so  worrisome,  would  be  categorized  as  very  sim- 
ple and  very  easy  to  understand. 

They  indicated  that  the  very  year  we  intend  to  have  a  balanced 
budget,  that  medicare  will  not  have  sufficient  funding  to  pay  for 
the  hospital  bills  of  the  senior  citizens.  In  other  words,  in  plain, 
simple  language,  it  will  be  bankrupt. 

Now,  there  is  no  allegation  that  anybody  used  the  money  for  any- 
thing else.  It  is  just  that  the  program,  as  we  currently  structure 
it  and  manage  it,  is  growing  at  about  10  percent  a  year  and  that 
does  not  include  new  additions,  demographic  add-ons,  about  10  per- 
cent a  year. 

There  is  not  going  to  be  sufficient  money  to  sustain  a  program 
that  grows  at  10  percent  a  year.  I  would  be  hopeful,  if  the  senior 
leadership,  if  those  who  lead  the  senior  citizens  of  the  United 
States,  including  the  AARP,  would  sit  down  with  us  and  talk  about 
what  they  would  like  to  do  to  fix  this  program. 

Frankly,  there  is  a  little  bit  of  discussion  going  on  between  one 
of  the  major  senior  citizen  groups  at  the  Washington  level.  I  would 
just  say  to  the  seniors  in  New  Mexico,  including  the  chapters  of 
various  organizations  that  worry  about  seniors,  that  I  do  not  think 
senior  citizens  really  want  to  sit  on  the  sideline  and  watch  the  pro- 
gram go  broke. 
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The  two  citizen  representatives  of  that  blue  ribbon  commission, 
I  say  to  our  witnesses,  recommended  very  forthrightly,  as  American 
citizens,  non-politicians,  fix  it  and  fix  it  now.  The  politicians  on  the 
panel  said  that  another  blue  ribbon  commission  should  study  it. 

Well,  ft-ankly,  we  have  to  do  something  about  it.  If  it  is  not  going 
to  be  there  in  6  or  7  years,  a  lot  of  seniors  expecting  it  are  not 
going  to  get  health  care,  are  not  going  to  get  hospital  care.  The 
whole  millions  of  Americans  who  have  been  pajdng  in  it,  frequently 
called  the  boomers,  they  are  going  to  begin  to  say,  why  do  we  not 
fix  it?  We  have  been  pajdng  for  it,  also. 

So  in  the  budget  of  the  United  States  for  this  year,  we  are  strug- 
gling to  find  a  way  to  describe  in  numbers,  in  dollar  numbers,  how 
that  10  percent  growth  per  year  can  be  reduced  to  a  more  manage- 
able number,  perhaps  7V2  percent  grov^h  per  year. 

We  are  hopeful  that  conscientious  senior  citizens  and  others  in 
America  will  help  us  with  that  job.  If  we  are  able  to  save  resources 
by  reducing  that  increase,  that  is  not  going  to  be  used  to  cut  taxes. 
It  is  going  to  be  used  to  make  the  Medicare  Program  solvent.  That 
is  our  goal. 

So  I  want  everybody  to  know  that  that  is  not  the  principal  health 
care  issue  today,  but  it  does  cross  paths  with  medicaid  and  other 
programs  because  it  is  all  part  of  the  delivery  system,  part  of  which 
the  American  Government  pays  for. 

I  would  also  say  to  all  of  you,  while  there  are  some  differences 
between  delivering  health  care  for  seniors  and  delivering  medicaid 
than  delivering  health  care  for  other  groups  of  Americans,  most 
health  care  programs  now  in  the  United  States  that  are  not  run 
by  Government,  that  is  that  are  not  medicare  and  medicaid,  are 
not  growing  at  10  percent  a  year  anymore.  Many  are  growdng  at 
4  percent  a  year.  Many  are  growing  at  the  rate  of  inflation. 

So  the  question  reasserts  itself:  Why  can't  we  do  better  and  still 
provide  seniors  with  the  best  coverage  in  the  world?  I  think  we  not 
only  can,  but  we  have  to,  and  I  want  to  make  sure  that  at  a  budget 
hearing,  that  those  interested  enough  to  come  would  understand 
the  nature  of  the  problem  we  have  with  reference  to  that  program. 

Now,  having  said  that,  Alex  Valdez,  Secretary  of  Health,  we  wel- 
come you  and  please  proceed. 

STATEMENT  OF  J.  ALEX  VALDEZ,  SECRETARY,  DEPARTMENT 
OF  HEALTH,  STATE  OF  NEW  MEXICO 

Mr.  Valdez.  Thank  you,  Mr.  Chairman,  members  of  the  commit- 
tee, Senator  Abraham,  welcome.  Senator  Frist,  welcome.  I  am  Alex 
Valdez,  Secretary  for  the  Department  of  Health. 

You  have  heard  testimony  this  morning  which  has  discussed 
budgeting  and  financial  impacts  of  block  grants  on  the  State  of 
New  Mexico.  You  have  heard  testimony  this  morning  regarding  a 
need  for  the  States,  including  New  Mexico,  to  see  a  reduction  in  the 
Federal  regulatory  impact  and  flexibility  in  the  development  of  pro- 
grams or  continuation  of  programs  at  the  State  level  which  help  to 
achieve  a  health  care  status. 

As  Secretary  for  the  Department  of  Health,  we  are  in  marching 
orders  with  those  same  recommendations,  so  I  will  not  spend  much 
time  discussing  those,  as  you  have  heard  them  and  they  are  in 
some  of  my  prepared  comments. 
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I  would  like  to  discuss,  however,  three  issues  which  I  think  need 
to  be  brought  to  the  debate  regarding  a  block  grant  approach  for 
medicaid.  The  first  is  one  that  as  a  Secretary  of  Health,  as  con- 
cerned citizens  in  a  health  care  delivery  system,  we  need  to  and  we 
must  focus  in  on  the  health  status  of  our  citizens. 

We  must  take  note  and  take  concern  of  the  quality  of  care  that 
is  being  provided  and  what  type  of  impact  a  block  grant  approach 
and  a  possible  reduction  in  Federal  funding  v^dll  have  on  that  qual- 
ity of  health  care. 

It  is  important  to  note  that  in  the  medicaid  arena,  one-quarter 
of  the  population  served  nationwide  is  in  the  elderly  and  disabled 
category,  and  they  consume  approximately  60  percent  of  the  bene- 
fits. 

For  adults  and  children,  they  comprise  three-quarters  of  the 
medicaid  population,  and  yet,  they  only  access  27  percent  of  the 
spending.  As  we  analyze  a  block  grant  approach,  we  have  to  con- 
cern ourselves  vnth  looking  at  the  quality  of  care  that  our  young 
are  receiving.  We  have  to  look  at  the  establishment  and  further  de- 
velopment of  health  care  delivery  systems  which  address  our 
young. 

Therefore,  any  discussion  pertaining  to  a  block  grant  approach 
has  to  be  one  which  would  include  continuation  of  a  primary  health 
care  delivery  system.  It  would  have  to  take  into  account  the  role 
that  the  States  play  in  providing  immunizations  and  other  types  of 
health-related  services  to  our  young. 

After  all,  it  is  the  young  that  we  are  considering  reducing  this 
budget  for  as  a  result  of  the  deficit  and  it  is  the  young  that  we 
need  to  focus  in  on  in  terms  of  improving  their  health  status. 

Financial  responsibility,  we  have  had  conversations  on  this 
morning,  but  as  we  look  at  financial  responsibility,  we  have  to  not 
only  concern  ourselves  with  the  Federal  role  and  a  reduction  in  a 
Federal  budget  and  doing  away  with  the  Federal  deficit,  but  we 
also  have  to  be  responsible  at  the  State  level. 

Currently  in  the  Department  of  Health,  2  percent  of  our  overall 
budget  is  used  in  administration  for  the  entire  agency.  However, 
when  we  start  discussing  some  of  our  block  grant  programs — ex- 
cuse me.  When  we  start  discussing  some  our  waiver  programs,  we 
will  note  that  in  administration,  we  are  at  the  10  to  12  to  13  per- 
cent rate. 

Much  of  that  growth  in  and  accountability  for  the  administrative 
expense  is  due  to  the  Federal  regulatory  impact.  Therefore,  I  think 
we  can  prove  that  we  can  manage  ourselves  effectively  at  a  State 
level  in  terms  of  administration.  If  we  can  do  the  same  in  terms 
of  a  reduction  in  Federal  regulatory  impact,  we  can  bring  down 
that  administrative  expense,  hopefully,  and  as  a  result,  see  a  fur- 
ther direction  of  those  resources  into  direct  care. 

The  third  item  pertains  to  one  of  the  development  and  implemen- 
tation of  a  comprehensive  health  care  delivery  system.  Under  the 
current  medicaid  scheme  of  things,  we  have  categorized  a  number 
of  different  health  needs  that  we  wish  to  address.  However,  many 
times  we  do  not  look  at  that  categorization  in  terms  of  whether  it 
is  truly  impacting  and  furthering  the  development  of  a  comprehen- 
sive health  care  delivery  system. 
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As  a  result,  we  wind  up  with  certain  populations  which  have  tre- 
mendous access  to  health  care  and  resources,  and  yet  there  are 
other  populations  which  unfortunately,  even  though  there  are 
needs,  do  not  find  access  to  that  same  type  of  health  care. 

As  a  State  Secretary  concerned  about  the  development  and  im- 
plementation of  a  comprehensive  health  care  delivery  system,  it  is 
our  opinion  that  greater  flexibility  afforded  at  the  Federal  level  to 
the  State  level  will  allow  us  to  truly  plan  and  truly  address  that 
comprehensive  health  care  delivery  system,  assuring  that  if  there 
are  populations  which  truly  need  a  health  care  service  and  are  not 
able  to  access  that  health  care  service,  that  we  are  able  to  provide 
for  them  through  the  necessary  planning  without  the  oversight  and 
categorical  funding  which  we  currently  see  at  the  Federal  level. 

I  note  that  one  of  your  lights  is  on,  so  I  will  move  a  little  quicker 
here. 

A  couple  of  points  pertaining  to  the  base  year.  First  of  all,  in 
New  Mexico  and  in  other  States,  I  am  sure,  as  they  have  attempted 
to  leverage  and  utilize  medicaid  in  delivering  health  care,  in  1995- 
96,  I  am  sure  they  have  implemented  programs. 

In  my  testimony,  I  indicate  that  we  could  utilize  1995-96  as  a 
base  year.  That  is  based  on  the  assumption  that  you  are  looking 
at  1994-95.  However,  it  is  important  for  New  Mexico  that  we  truly 
establish  a  good  record  in  our  Medicaid  Program  in  terms  of  serv- 
ing the  population  up  to  185  percent  of  poverty. 

After  all,  those  are  children  programs.  Those  are  for  kids,  that 
is  health  care  for  children.  If  that  is  a  population  that  we  are  truly 
concerned  with,  and  I  believe  we  are,  then  we  should  look  at  a  base 
year  beyond  1995-96  so  that  New  Mexico,  anyway,  can  establish  a 
better  base  on  which  to  establish  that  base  year. 

Chairman  Domenici.  What  do  you  mean?  Baseline  is  where  we 
are  going  to  start  a  program. 

Mr.  Valdez.  That  is  correct;  however,  our  program  for  serving 
children  up  to  185  percent  of  poverty  has  not  been  fully  imple- 
mented yet. 

Chairman  DOMENICI.  So  we  should  try  to  find  a  way  to  allow 
New  Mexico  to  put  that  category  of  people  into  the  coverage.  If  we 
cannot  wait  3  or  4  years,  we  have  to  do  it  with  the  best  information 
we  have. 

Mr.  Valdez.  Mr.  Chairman,  that  is  correct. 

Chairman  DOMENICI.  OK. 

Mr.  Valdez.  It  is  an  issue  of  access  at  this  point.  It  is  an  issue 
of  getting  that  population  into  the  Medicaid  Program. 

Chairman  DOMENICL  Got  it. 

Mr.  Valdez.  The  second  point  is  in  terms  of  a  time  frame  for  im- 
plementation. I  think  we  can  all  agree  that  in-home  care,  for  in- 
stance, is  a  much  more  cost  effective  way  of  delivering  services 
than  institutional  care.  However,  in  New  Mexico  and  in  other 
States,  we  do  have  institutional  settings. 

It  is  going  to  take  time  for  the  States  to  develop  a  community 
program  system  which  can  provide  alternatives  to  an  institutional 
setting,  and  it  is  also  going  to  take  time  for  us  to  implement  a 
greater  in-home  care  system. 

If  we  are  to  find  ourselves  capped  at  a  certain  level  and  we  need 
to  bring  down  that  cost  because  in  our  institutional  setting  we  do 
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not  have  an  infrastructure  in  place  in  terms  of  community  provid- 
ers and  in-home  care  service  delivery  systems,  we  are  not  going  to 
make  the  dollars  work. 

We  need  some  time  so  that  we  can  develop  quality,  in-home  care 
delivery  systems  as  well  as  quality  community  provider  systems  so 
that  we  can  better  manage  our  programs  as  we  move  from  an  insti- 
tutional setting  to  a  community  provider  or  in-home  care  setting. 

Senator  thank  you  for  the  time  allotted  to  us  and  we  stand  for 
questions. 

Chairman  Domenici.  Thank  you  very  much. 

[The  prepared  statement  of  Mr.  Valdez  follows:] 
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Medicaid  Refoxm  and  the  State 


Mr.  Chairmsm/  distinguished  members  of  the  U.S.  Senate  Budget 
Committee,  thank  you  for  the  opportxinlty  to  share  my  views 
regarding  the  Impact  of  Medicaid  reform  on  the  Department  of  Health 
and  health  care  In  general . 

Isqallcatlons  of  the  Block  Orant  Approach 

The  changes  which  have  been  proposed  for  the  Medicaid  Program  have 
been  outlined  in  very  general  terms.  The  comments  offered  today 
are  predicated  on  the  iinderstanding  reform  involves  the  conversion 
of  the  Medicaid  Program  from  a  federal/state  entitlement  procfram  to 
a  block  grant  with  policy  aind  administrative  responsibilities  being 
transferred  from  the  federal  government  to  the  states.  Alteration 
of  the  program  in  this  msmner  will  have  major  implications  and 
present  many  opportvinltles  to  achieve  the  goals  and  objectives  of 
the  Department  of  Health. 

In  New  Mexico,  through  an  agreement  with  the  Human  Services 
Department  which  is  the  single  state  administering  agency  for  the 
Medicaid  Program,  the  Department  of  Health  administers  what  are 
commonly  referred  to  as  the  waiver  programs,  a  varie'iy  of  in-home 
care  programs  for  persons  who  are  disabled  and  elderly,  medically 
fragile,  or  developmentally  disabled  or  suffering  from  AIDS  or  HIV. 
These  programs  would  be  directly  affected  by  ciny  major  change  in 
the  operation  of  the  Medicaid  Program.  These  programs  are  referred 
to  as  waiver  programs  because  they  axe  authorized  \inder  waivers  of 
federal  regulations  granted  by  the  Health  Care  Financing 
Administration  of  the  U.S.  Department  of  Health  and  Human  Services. 
We  hope  that  a  block  grant  approach  will  minimize,  if  not. 
eliminate,  the  regulatory  burden  for  these  programs. 

The  Department  also  serves  as  a  Medicaid  provider  for  both 
community- based  amd  institutional  services.  It  provides  four 
specific  case  management  services  for  persons  with  traumatic  brain 
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Injuries;  the  chronically  mentally  ill;  pregnant  women  requiring 
prenatal  care  caee  management  under  the  Families  FZR£T  initiative; 
and,  persona  with  developmental  disabilities.  It  also  serves  as  a 
Medicaid  provider  in  the  delivery  of  psychiatric  rehabilitation 
services. 

Modifications  to  the  Medicaid  Program  will  also  have  a  major  impact 
on  facilities  operated  by  the  Department  of  Health  including  the 
Las  Vegas  Medical  Center,  Fort  Bayard  Medical  Center,  New  Mexico 
Rehabilitation  Center,  New  Mexico  Veterans  Center,  Sequoyah 
Adolescent  Treatment  Center,  and  Los  Lunas  Hospital  and  Training 
School.  As  the  Medicaid  Program  is  a  major  payor  for  in-patient 
hospital  suid  long  term  care  services,  conversion  to  a  block  grant 
will  have  significant  intact  on  the  operation  of  Department 
operated  facilities.  As  the  federal  government  considers  a  block 
gremt  approach  to  f  insmcing  it  must  be  understood  that  a  community 
provider  infrastructure  needs  to  be  developed  to  address  the 
potential  of  fewer  dollars  for  institutional  care. 

Department  of  Health  Priorities 

A  major  factor  impacting  the  perspective  of  the  Department  of 
Health  is  our  overall  responsibility  as  the  cabinet  level 
Department  responsible  for  health  policy,  health  promotion  euid 
disease  prevention  affecting  all  New  Mexicans.  While  much  of  our 
attention  and  resources  are  directed  to  low-income  persons  as  well 
as  special  populations  such  as  the  chronically  mentally  ill, 
persons  with  developmental  disabilities,  persons  suffering  from 
AIDS  or  HIV,  we  must  also  direct  our  attention  and  efforts  to  the 
health  of  persons  without  health  insvirance  coverage  and  persons 
residing  in  rural  or  remote  areas  with  poor  or  insufficient  access 
to  health  care  providers. 

In  short,  the  Department  of  Health  must  assess  the  impact  of 
chcuiges  in  the  Medicaid  Program  not  only  in  terms  of  the  Medicaid 
eligible  population  but  also  the  manner  in  which  it  affects  the 
entire  health  care  infrastructure  of  New  Mexico  and  the  health 
status  of  all  of  the  state's  citizens.  As  the  Medicaid  Program 
represents  a  significant  portion  of  the  resources  available  to  meet 
the  needs  of  New  Mexico's  citizens,  we  are  extremely  interested  in 
any  proposal  which  would  alter  the  manner  in  which  the  program  is 
designed  and  administered. 
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Stata  Flttxlblllty  in  Adxalnlatratlon 

The  Department  of  Health  supports  efforts  that  would  afford  maximum 
flexibility  to  the  states  to  design  and  administer  the  Medicaid 
Program.  New  Mexico  welcomes  this  opportunity  and  challenge.  One 
distinctly  attractive  feature  of  the  proposed  conversion  to  a  block 
grant  is  the  reduction  of  the  federal  constraints  on  how  Medicaid 
resources  will  be  used  and  a  commensurate  increase  in  state 
flexibility.  For  example,  in  the  area  of  mental  health  services, 
"optional"  mental  health  benefits  could  be  replaced  with  a  more 
logical  array  of  community  mental  health  and  substance  abuse 
services.  This  aspect  of  the  block  graint  approach  should  be 
balanced,  however,  with  state  requirements  that  assure  continuation 
of  services  to  high  risk  populations  such  as  pregnauit  women  and 
young  children  and  the  emphasis  on  health  promotion,  disease 
prevention  and  early  intervention  services.  We  believe  the  states 
are  in  the  best  strategic  position  to  place  priority  on  these 
elements. 

An  increase  in  state  discretion  to  design  the  program,  wovld  result 
in  states  no  longer  having  to  deal  with  the  cumbersome  federal 
waiver  approval  process.  In  addition  to  consuming  disproportionate 
lengths  of  time  to  secure  waiver  authorization  from  the  Health  Care 
Financing  Administration,  the  process  is  one  which  is  characterized 
by  complicated  and  convoluted  standards  designed  to  assure  the  cost 
effectiveness  of  innovative  approaches.  This  process  is  so 
bureaucratic  that  the  creativity  which  could  improve  the 
effectiveness  of  state  Medicaid  programs  is  often  suppressed. 
Implementation  of  the  block  grsuit  approach  has  the  potential  for 
significantly  reducing  these  constraints.  Also,  implementation  of 
a  block  grant  approach  to  Medicaid  reduction  of  federal  regulatory 
oversight  and  review  should  reduce  the  administrative  burden  which 
hopefully,  will  result  in  a  cost  savings  to  be  used  for  expansion 
of  direct  service.  Additionally,  the  potential  removal  of  meuiy 
federal  constraints  through  the  block  grant  approach  would  give 
states  the  opportunity  to  develop  services  cuid  direct  resources  in 
such  a  way  that  would  meet  the  unique  needs  of  their  populations. 

The  federal  government  could  and  should  address  some  health  care 
issues  such  as  portability  as  we  move  into  a  block  grant 
environment . 

Currently,  there  are  a  number  of  support  and  social  services,  such 
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as  transportation,  baing  paid  through  Medicaid.  We  reconmiend 
thought  be  given  to  continued  payment  of  these  services  essential 
to  assure  access  to  health  care  services.  As  these  expenses  do  not 
constitute  medical  services.  It  may  be  more  appropriate  for  them  to 
be  paid  from  other  sources.  Nonetheless,  planning  efforts  under 
the  block  grant  approach  should  include  provisions  for  meeting 
these  costs. 

Adequacy  of  Medicaid  Rasourcas 

Without  clear  official  estimates  of  funding  for  individual  states 
and  in  the  absence  of  a  specific  funding  formula  it  is  difficult  to 
comment  on  tha  financial  Impact  of  the  block  grant  approach. 
Nonetheless,  the  following  general  observations  are  offered  for 
consideration  by  the  committee. 

According  to  a  study  done  by  Lewin  VHI,  Inc.  and  distributed  by  the 
National  Governors'  Association,  New  Mexico  would  experience  a  30% 
reduction  in  funds  over  the  first  five  years  of  the  block  grant  as 
compared  to  projected  Medicaid  Program  growth  ui«?er  the  current 
program  configuration.  Block  grant  planning  should  include  an 
evaluation  of  the  financial  impact  on  the  program  particularly  for 
states  with  limited  resources  such  as  New  Mexico. 

As  New  Mexico  is  a  poor  state,  we  have  a  federal  Medicaid  matching 
rate  which  is  currently  approximately  73*.  Because  of  the 
inadequacy  of  state  revenues,  we  have  not  been  able  to  Implement  a 
Medicaid  Program  which  sufficiently  addresses  the  needs  of  all  of 
the  low-income  population  of  the  state.  Currently,  we  are  only 
able  to  serve  families  with  incomes  below  approximately  37*  of  the 
federal  poverty  standard  through  Aid  to  Families  with  Dependent 
Children  (AFDC)  eligibility.  Fortunately,  children  in  households 
with  significantly  greater  income  (up  to  185*  of  the  federal 
poverty  stajidard)  are  eligible  for  services  due  to  a  major 
expansion  effective  April  1,  1995.  The  Medicaid  Program  in  New 
MexicOf  however,  covers  a  relatively  small  portion  of  the  poor  and 
medically  indigent  population.  Other  states  have  programs  which 
cover  a  much  larger  percentage  of  that  population.  Any  block  gr«u3.t 
legislation  which  maintains  the  current  level  of  federal  funding 
for  Medicaid  will  leave  New  Mexico  at  a  disadvauitage  in  its  efforts 
to  assure  adequate  fincLncial  coverage  for  basic  medical  services. 
We  recommend  that  in  any  base  funding  formula  for  the  Medicaid 
block  grant  an  equalization  mechanism  that  will  guarantee  a  minimum 
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level  of  coverage  for  the  poor  emd  medically  indigent  populations 
in  all  states  be  included. 

Related  to  the  issue  of  available  resources  is  that  of  the 
benchmark  year  upon  which  distribution  levels  of  funding  to  the 
states  will  be  based.  We  support  a  methodology  which  takes  into 
consideration  the  efforts  to  expand  Medicaid  eligibility  in  a 
responsible  and  coordinated  way  (such  as  the  expsuision  in 
eligibility  for  children  to  185V  of  the  federal  poverty  level  as 
previously  mentioned) .  States  like  New  Mexico  should  receive 
funding  baaed  on  services  provided  as  well  as  the  extent  of  unmet 
need.  A  base  year  of  1994  for  New  Mexico  is  unacceptaible .  Major 
expansions  in  1995  must  be  taken  Into  account  in  the  distribution 
of  funds  to  the  states.  We,  therefore,  recommend  that  Federal 
Fiscal  Year  1995-1996  be  use  as  the  baseline  year  for  determination 
of  fund  distribution  levels. 

Additionally,  we  recommend  consideration  be  given  to  the  inclusion 
of  inflation  levels  for  subsequent  years  which  are  compareOsle  to 
the  growth  rates  of  recent  years.  Limitation  of  growth  to  levels 
of  between  5%  and  Ik  annually  will  place  significsuit  demands  on 
state  resources  to  meet  anticipated  growth  in  population  for  a 
state  like  New  Mexico  which  sees  its  population  growing  in  elderly 
and  children  categories. 

We  also  recommend  that  block  grant  legislation  contain  flexibility 
to  allow  for  adjustment  in  funding  levels  based  on  economic  changes 
among  the  states.  Base  funding  levels  with  annual  inflation 
factors  limit  the  capaJbility  to  Increase  available  resources  for 
states  which  experience  economic  fluctuations  impacting  the 
availaOsility  of  health  care  coverage. 

Consideration  should  also  be  given  to  allocation  of  additional 
fvmding  to  border  states  based  on  the  recognition  of  the  cost  for 
delivering  emergency  services  to  undocumented  persons  as  is 
required  under  current  Medicaid  guidelines.  Conversion  to  a  block 
grant  will  not  likely  diminish  the  responsibilities  of  states  in 
meeting  the  emergency  medical  needs  of  the  undocumented  population. 

Services  xnidar  the  Blook  Grant  Approaob 

We  recommend  the  option  for  participation  of  essential  community 
providers  be  retained  in  any  block  gramt  legislation.   Provisions 
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for  enhanced  or  cost-based  reimbursement  for  essential  community 
providers  should  be  maintained,  and  states  should  be  required  to 
Include  access  targets  for  all  high  risk  populations  euid 
comffliinltles. 

Given  average  Medicaid  expenditures  throughout  the  states  of 
approximately  60%  for  services  to  the  elderly,  blind,  disabled,  in 
many  instances,  for  long  term  care,  it  is  questionable  whether 
there  can  be  em  effective  state-based  response  to  meet  chronic  and 
long  term  care  needs.  This  situation  requires  additional  funding 
to  assure  states  do  not  limit  the  use  of  Medicaid  block  grcint  funds 
for  health  promotion,  disease  prevention,  early  intervention  and 
acute  care  services,  while  addressing  chronic  and  long-term  care 
needs.  Also  in  this  regard,  states  should  have  access  to  a  level 
of  resources  equal  to  those  amounts  currently  received  through  long 
term  care  waiver  programs  as  well  as  amounts  equivalent  to 
institutional  reimbursement  levels.  Withholding  of  a  portion  of 
the  resources  will  result  in  major  challenges  for  the  states  in 
meeting  long  term  care  needs  under  a  block  grant . 

We  recommend  that  block  grant  legislation  provide  the  states  with 
greater  flexibility  to  establish  managed  care  networks.  Under 
managed  care  approaches,  states  should  pay  psirticular  attention  to 
strong  and  uniformly  applied  patient  protections  and  standards  to 
ensure  access  to  quality  treatment  throughout  the  full  continuum  of 
care.  Safeguards  should  be  considered  by  the  states,  to  ensure 
that  managed  care  efforts  which  would  be  administered  by  Health 
Maintenance  Organizations  (HMOs)  and  other  similar  provider 
entities  do  not  reduce  or  eliminate  certain  services  such  as 
substance  sQsuse  services  altogether,  as  is  currently  the  trend 
outside  the  Medicaid  world.  Substance  abuse  treatment  is  often 
included  in  the  larger  category  of  behavioral  health,  as  well  it 
should  be.  However,  care  should  be  taJcen  not  to  underestimate  the 
widespread  cost  to  society  whan  a  health  care  system  fails  to 
adeq[uately  treat  this  population.  We  recommend  that  careful 
conaideraclon  be  given  to  the  in^jact  of  the  block  grant  approach  on 
those  areas  of  service  which  have  not  been  adequately  addressed 
under  the  current  Medicaid  Program  configuration  and  the  capability 
of  states  to  address  those  areas  under  a  reconflgxired  block  grant. 

Again,  I  wish  to  thajik  the  committee  for  the  opportiuiity  to  share 
these  views.  In  closing,  I  would  urge  that  the  Congress  approach 
this  momentous  proposal  which  would  mark  the  most  dramatic 
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alteration  In  traditional  govemm«nt  approaches  aince  the  "New 
Federalism"  of  the  early  1970e  if  the  regulatory  environment  is 
minimized  to  allow  the  states  the  flexibility  to  address  their 
health  care  needs. 

Chairman  Domenici.  Bruce,  you  are  next.  Thank  you  for  coming. 

STATEMENT  OF  BRUCE  WEYDEMEYER,  DIRECTOR,  MEDICAID 
ASSISTANCE  DIVISION,  STATE  OF  NEW  MEXICO 

Mr.  WEYDEMEYER.  Thank  you,  Mr.  Chairman.  It  is  a  pleasure  to 
be  here,  and  wdth  your  permission,  I  would  like  to  refresh  your 
memory  and  the  audience  with  the  chart^  that  was  provided  in  the 
packet. 

You  have  heard  from  the  prior  panel  about  some  of  the  big  ticket 
items  that  the  State  is  concerned  with  about  flexibility  in  grants 
and  ability  to  work  for  these  and  the  commitment  of  this  Adminis- 
tration to  make  it  work. 

I  share  those  commitment;  however,  I  do  want  to  bring  to  your 
attention  some  of  the  realities  that  the  State  would  face.  The  chart 
you  see  in  front  of  you  is  illustrative  of  the  current  situation.  The 
top  red  line,  coincidentally,  is  what  we  predict  the  medicaid  budget 
may  be  or  expenditures  may  run  if  unchecked  by  any  block  grant 
or  curtailment  further  in  the  system. 

Again,  that  projection  is  9,  10,  11  percent  which  is  not  inconsist- 
ent with  Congressional  Budget  Office  and  HCFA  projections  of 
medicaid  growth.  The  yellow  line  would  represent  my  understand- 
ing of  what  you.  Senator  Domenici,  and  the  committee  may  be 
thinking  of,  of  a  declining  Federal  participation  in  the  index  from 
a  base  year  and  the  bottom  line  is  a  5  percent  growth. 

The  difference  for  New  Mexico  on  our  $550  to  $650  million  in 
Federal  funds  would  run  somewhere  around  $25  or  $30  million  a 
year  with  the  current  configuration  of  the  growth  in  the  program 
based  on  a  flat  grant. 

That  would  compound,  naturally,  with  the  growth  in  the  pro- 
gram. I  thought  those  numbers  were  indicative  of  the  challenge  we 
would  have  in  dealing  with  this  block  grant,  and  also  some  of  the 
opportunities  as  we  move  to  the  area  of  flexibility. 

Now,  in  consideration  of  this  growth,  there  are  a  couple  factors 
that  have  been  alluded  to  here  that  I  would  like  to  bring  to  your 
attention.  You  have  already  heard  about  the  increase  in  our  new 
population  of  kids  up  to  age  18  in  families  under  185  percent  of 
poverty. 

That  program  is  in  place;  however,  the  full  costs  of  that  will  not 
be  seen  until  the  following  fiscal  year  because  we  started  that  on 
April  1,  1995. 

We  expect  for  the  State's  1996  fiscal  year,  to  spend  about  $30- 
plus  million  in  State  and  Federal  dollars  for  that  program  for  ap- 
proximately 40  million  recipients.  So  there  is  a  growth  factor  not 
included  in  any  base  year.  So  the  later  the  base  year,  1995  or  later, 
the  greater  advantage  New  Mexico  would  have. 

Also,  as  you  can  see  from  the  second  chart,  proposed  was  a  cou- 
ple of  other  factors  which  all  States  can  make  reference  to,  but  I 

•  See  p.  162. 
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think  New  Mexico  stands  out  when  you  look  at  total  percent  of  pov- 
erty in  the  State.  This  is  largely  in  kids. 

In  the  elderly  range,  we  are  right  in  the  middle,  but  ours  is 
largely  in  the  kids,  what  we  feel  is  the  most  vulnerable  area  of  the 
State.  Twenty  percent  is  a  large  number.  If  you  combine  that  with 
the  population  growth  across  the  South  and  the  Southwest  and  the 
West,  New  Mexico  is  predicting  around  6  to  7  to  8  percent  growth 
for  the  next  10  years  in  population. 

When  these  are  combined  with  the  unstable  nature  of  the  border 
with  Mexico  at  this  time,  and  the  potential  pressure  on  the  State 
from  immigrants  from  Mexico,  legal  or  illegal,  for  benefits  and  nec- 
essary services  in  the  United  States,  you  bring  additional  pressures 
that  we  would  have  to  deal  with  in  any  look  at  a  5  percent  cap  or 
something  comparable  to  that. 

Finally,  it  is  an  area  which  was  alluded  to  by  other  people.  I  be- 
lieve Heather  Wilson  talked  about  harvesting  Federal  money,  and 
as  you  well  know,  New  Mexico  has  always  played  the  game 
straight  and  had  a  very  conservative  program.  In  fact,  our  dollars 
per  recipient  are  one  of  the  lowest  in  the  country,  third  lowest  in 
the  country. 

If  you  look  at  just  one  factor,  disproportionate  share  of  hospital 
payment,  as  you  can  see,  we  have  about  $8  million  in  payments 
that  we  will  draw  down  this  year  out  of  a  total  Federal  amount  of 
some  $12  billion. 

New  Mexico's  numbers  are  so  small  they  do  not  even  show  up 
on  a  national  chart  for  disproportionate  share  of  payment.  Since 
this  is  readily  identifiable,  we  would  recommend  that  somehow  you 
extract  that  money  from  any  grant  proposal  and  reallocate  it  based 
on  real  need  of  the  States  or  consistent  with  another  formula,  not 
based  on  how  States  were  able  to  game  the  system  and  draw  addi- 
tional dollars.  I  think  that  is  one  area  which  could  be  separately 
identified  and  considered,  and  I  propose  that  for  your  consider- 
ation. 

Now,  a  couple  other  areas  that  I  want  to  look  at  is  flexibility. 
This  I  see  as  the  beneficial  area  for  the  State  in  block  grants  offset- 
ting the  real  challenge  with  the  money.  I  think  an  entitlement  pro- 
gram is  basically  in  conflict  with  a  block  grant,  and  in  order  to 
have  a  block  grant,  you  have  got  to  remove  the  entitlement  nature 
of  the  Medicaid  Program. 

Give  the  States  the  ability  to  look  at  a  reimbursement  system, 
eligibility,  the  benefit  configuration,  and  administration  pursuant 
to  the  ability  of  the  State  to  do  so  with  some  reasonable  consider- 
ations for  things  such  as  quality  assurance,  and  I  can  go  into  more 
detail  when  I  answer  questions  later. 

Also,  a  couple  of  other  considerations  there.  New  Mexico  has  a 
large  Indian  population.  Money  distributed  through  the  Indian 
Health  Service,  I  think  should  remain  as  a  Federal  responsibility 
and  not  be  considered  part  of  a  block  grant,  and  have  a  true  rela- 
tionship between  the  Indian  tribes  and  the  Indian  Health  Service 
and  the  Federal  Government,  and  get  the  State  out  of  this  issue 
once  and  for  all. 

Also,  long-term  care.  As  Secretary  Valdez  mentioned,  we  think 
that  the  State  needs  some  opportunity  to  get  a  coherent  program 
in  place.  Congress  does  not  have  a  coherent  long-term  care  policy: 
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the  State  does  not  have  one.  We  would  like  some  opportunity  to  do 
so  and  would  respectfully  suggest  that  you  may  want  to  give  spe- 
cial consideration  to  long-term  care  dollars  in  a  separate  block 
grant,  or  perhaps  consider  entitlement  for  a  limited  period  of  time 
until  there  was  a  better  direction  on  this,  including  the  opportunity 
for  long-term  care  insurance. 

Finally,  I  appreciate  the  Senator's  comments  on  medicare.  You 
cannot  do  medicaid  alone.  We  are  part  of  the  system;  we  are  not 
the  major  part  of  the  Health  Care  System  in  this  State  or  the  Unit- 
ed States.  You  have  got  to  look  at  medicare  and  the  private  side. 
Simply  increasing  co-insurance,  deductibles,  and  premiums  for 
medicare-eligible  would  put  an  additional  burden  on  the  State  for 
those  low-income  persons  for  which  the  State  is  responsible  for  re- 
quirements, and  I  think  either  the  Federal  Government  pay  the  en- 
tire cost  of  the  medicare-eligible  person  or  give  the  State  the  ability 
to  actually  manage  the  care  of  those  individuals.  We  do  not  now 
have  that  opportunity  to  have  both  medicare  and  medicaid. 

Thank  you,  Mr.  Chairman.  I  appreciate  the  opportunity  to  give 
these  remarks. 

Chairman  DOMENICI.  Thank  you  very  much. 

[The  prepared  statement  of  Mr.  Weydemeyer  follows:] 
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MEDICAID  BLOCK  GRANT 
IMPACT  ON  NEW  MEXICO 

INTRODUCTION: 

Medicaid  is  a  means-tested,  Federal-State  entitlement  program  that  finances  acute  and 
long-term  care  services  for  low-income  Americans,  as  authorized  under  Title  XIX  of 
the  Social  Security  Act.  The  program  provides  access  to  medically  necessary  health 
services  for  eligible  individuals.  The  program  is  jointly  funded  by  the  federal  and  state 
governments,  with  the  federal  contributions  being  determined  by  the  relative  ranking 
of  the  state  in  per  capita  income.  Currently,  New  Mexico  receives  about  74  federal 
dollars  for  every  26  state  dollars  to  fund  the  program. 

Controlling  growth  in  Medicaid  spending  has  emerged  as  one  of  the  central  efforts  in 
Congress  to  reduce  the  federal  deficit.  Proposals  have,  therefore,  emerged  to  finance 
the  Medicaid  program  through  block  grants  to  states  initiated  at  a  baseline  of  a  state's 
expenditures  in  fiscal  year  1995  and  further  funding  at  a  pre-determined/fixed  growth 
rate  for  a  seven  year  period.  Growth  rates  have  been  proposec!  for  either  a  5  percent 
flat  growth  rate  increase  per  year  or  at  8  percent  growth  rate  for  the  first  year  and 
reducing  amounts  for  subsequent  years  thereafter.  Funding  for  Medicaid  would  also 
remain  on  a  matching  basis  for  the  states.  Under  the  proposed  block  grant  system, 
states  would  be  provided  increased  and  broad  flexibility  to  determine  eligibility,  scope 
of  covered  services,  payments  to  providers,  and  delivery  systems  to  address  state 
specific  low-income  health  needs. 

Predicating  block  grant  funding  levels  on  FFY  95  expenditures,  predetermined  and 
fixed  growth  rate  percentages,  and  administrative  flexibility  presents  concerns  and 
comments  that  are  discussed  in  the  following  pages. 


•-■"ir 
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ISSUES/CONCERNS: 

1.      Fixed  Medicaid  growth  rate  percentages  ignores  New  Mexico 's 

real  costs,  need-based  factors,  population  increases  and  overall  issues  of  the 
beneficiary  population. 

Historical  expenditures  for  New  Mexico  have  averaged  2 1  percent  annually  over  the 
past  five  years,  with  the  latest,  annual  growth  rate  being  12  percent  over  the  most 
recent  past  two  year  period.  Expanded  eligibility/beneficiary  growth  and  services 
covered  to  meet  the  needs  of  the  population,  contribute  to  this  growth.  Much  of  the 
recent  growth  has  been  driven  by  leveraging  existing  general  funds  to  cover  psychiatric 
rehabilitation  and  community  based  mental  health  services  for  children  and  adults. 
Medicaid  is  by  far  the  largest  federal  grant-in-aid  program  to  states.  Significant 
reductions  in  federal  Medicaid  funding,  which  do  not  incorporate  allowances  for 
changes  in  the  number  of  poor  residents,  the  need  for  services,  or  the  cost  of  services, 
will  have  major  implications  for  state  budgets. 

Proposed  capped  growth  rates  at  5  percent  or  even  at  8  percent,  with  reducing 
percentages  over  a  five  year  horizon,  present  a  significant  financial  shortfall  for  the 
New  Mexico  Medicaid  program.  With  such  substantial  reduction  in  federal  funding, 
regardless  of  any  administrative  program  simplification  and  flexibility  gained  through 
block  grant  arrangements,  New  Mexico  would  have  limited  ability  to  compensate  for 
this  shortfall  without  having  to  turn  to  reductions  in  eligibility,  service  coverage,  or  tax 
increases,  as  states  are  required  to  maintain  balanced  budgets.  (See  Chart  1) 

Reductions  in  Medicaid  spending  to  make-up  budget  short-falls  of  20  percent  and 
more  are  not  achievable  by  enrolling  people  in  managed  care,  controlling  service 
utilization,  reducing  provider  payment  rates,  eliminating  optional  ser\'ices,  or 
simplification  of  state  administrative  requirements.  New  Mexico,  as  many  other  states, 
would  most  likely  have  to  reduce  enrollment  in  order  to  achieve  these  savings. 
Medicaid  is  by  far  the  largest  health  care  "safety  net"  program  for  the  poor.  One  of  its 
most  important  roles  is  to  provide  basic  health  care  coverage  for  low-income 
Americans  who  can  not  afford  private  health  insurance  coverage.     Significant 
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reductions  in  federal  funds  could  result  in  New  Mexico's  decision  to  restrict  eligibility 
for  Medicaid,  leaving  current  eligibles  uncovered  and  halting  progress  toward 
addressing  coverage  of  New  Mexico's  population  who  are  currently  uninsured. 

The  proposed  block  grant  funding  at  the  FFY  1995  expenditure  base  level,  while 
preferable  to  other  prior  fiscal  years  as  a  starting  benchmark,  still  does  not  take  into 
consideration  the  state  policy  decision  to  set  eligibiUty  for  children  at  185  percent  of 
federal  poverty  guidelines  as  of  4/1/95.  It  is  currently  unknown  as  to  what  level  of 
participation  will  actually  occur.  A  conservative  prediction  would  estimate  some  44 
percent  participation  of  new  eligible  children  or  41,803  during  the  first  year  and 
subsequent  years'  participation  growing  to  at  least  60  percent  along  with  increased 
costs  for  eligible  recipients  each  year. 

New  Mexico  has  the  following  two  significant  need  issues  worth  mentioning.  One  is 
the  issue  of  the  high  birth  and  unintended  pregnancy  rates,  ranking  New  Mexico  fifth 
highest  in  the  United  States,  in  1992,  for  its  birth  rate,  11  percent  higher  than  the 
national  average.  The  second  is  the  birth  rate  for  teenage  women  in  our  state.  In  1992, 
the  teen  birth  rate  was  28  percent  higher  than  the  national  level.  The  New  Mexico 
Medicaid  program,  in  that  same  year,  paid  for  about  47  percent  of  all  live  births  in  the 
state. 

Population  growth  trends  in  New  Mexico  show  significant  increases  in  all  age  groups 
with  an  overall  projected  statewide  increase  of  8.8  percent  between  1995  and  the  year 
2000.  When  comparing  New  Mexico's  growth  to  other  regions  in  the  U.S.,  our  state's 
population  growth  is  among  the  highest  over  the  next  five  years  (See  chart  2).  High 
birth  rates  are  one  contributing  factor,  as  discussed  above.  In-migration  is  the  other 
factor.  There  has  been  a  consistently  growing  in-migration  of  population  to  New 
Mexico  attributable  to  the  state's  expanding  economy.  While  it  can  be  argued  that  this 
influx  of  population  creates  support  to  the  improved  economic  base,  it  is  also 
problematic.  New  population  brings  with  it  increased  demands,  particularly  health 
and  social  services.  Economic  growth  in  New  Mexico  ostensibly  has  been  furthered 
by  a  healthy  construction  industry  that  has  limited  employment  opportunities  for  many 
age  groups.  Unemployment  in  the  state  had  been  6.2  percent  in  1994  and  forecasting 
for  the  next  three  years  predicts  it  to  remain  at  5.4-6.1  percent.  Proposed  federal 
savings  through  state  block  grants  assumes  continuation  of  the  current,  favorable 
economic  climate.  If  a  recession  would  occur,  more  residents  would  need  assistance. 
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but  increased  federal  funds  would  not  be  available  under  a  fixed  growth  rate  cap. 

1990  census  data,  as  adjusted  in  1993,  indicates  that  nearly  21  percent  of  New  Mexico 
residents  live  at  or  below  the  poverty  level.  New  Mexico  ranks  third  highest  among 
states  in  percentage  of  families  living  at  or  below  this  level.  (See  Chart  3  )  Also, 
statistics  kept  by  the  Medicaid  program  reveal  that  certain  population  groups  are  much 
more  expensive  to  the  program  than  others.  Some  groups  tend  to  need  more  expensive 
services,  such  as  the  pattern  of  use  of  long-term  care.  This  type  of  care  has  a  high  cost 
per  unit  of  service,  and  recipients  of  this  care  have  a  high  frequency  of  service  rate. 
In  just  the  elderly  population  (age  65  and  older)  alone.  New  Mexico  has  experienced 
a  37.8  percent  growth  over  a  ten  year  period,  indicating  a  significant  demographic 
trend  and  associated  demand  for  services  that  Medicaid  would  be  expected  to  cover 
(See  Chart  4).  Spending  for  long-term  care  has  increased  dramatically  in  recent  years, 
placing  a  great  strain  on  state  budgets.  The  average  annual  cost  to  Medicaid  for  non- 
skilled  nursing  home  bed  in  New  Mexico  in  1994  was  $28,470. 

Furthermore,  coupled  with  the  high  percentage  of  the  New  Mexico  population  living 
below  the  poverty  level,  are  the  significant  numbers  of  children  and  the  aged  over  65 
years  old  that  can  be  considered  more  dependent  on  their  families  or  public  services 
support,  given  inabilities  or  limitations  to  be  employed,  (See  Chart  5  ).  These  age- 
dependency  ratios  predictably  increase  as  the  state's  population  is  increasing  and 
curtailed  funding  will  not  keep  up  with  the  growing  needs  of  these  specific  age  and 
dependency  groups. 

RECOMMENDATION(S): 

•  If  utilizing  a  capped/fixed  growth  rate  factor  is  mandated,  the  Department 
supports  the  1995  expenditures  benchmark,  with  the  declining  growth  rate 
allowances  starting  at  8  percent  declining  to  7-6-5-5  percent  levels  each 
subsequent  year.  This  allows  the  ability  to  plan  and  prepare  modifications 
needed  to  keep  program  service  delivery  expenditures  within  fixed  growth 
parameters. 

•  The  formula  for  distributing  federal  funds  under  the  block  grant  could  be 
structured  to  take  into  consideration  more  comprehensive  measures  of  a 
state's  number  of  individuals  in  need,  (e.g.,  the  percentage  of  the  State's 
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population  below  the  poverty  level  and  large  age-dependency  ratios  with 
signiflcant  numbers  of  children  and  aged  over  65  years  old  that  are  not 
employed  in  the  state's  work  force). 

As  an  alternative  to  an  aggregate  cap  for  growth  with  no  entitlement, 
consider  a  "per-enrollee"  cap  by  "like-eligibility"  groups,  (i.e.,  pregnant 
women  and  children,  blind  and  disabled,  etc.),  subject  to  a  flxed  growth 
rate. 


2.  Caps  on  spending  growth  on  current  funding  expenditure  levels  result  in  some 
inequities  for  states  such  as  New  Mexico. 

States  that  have  spent  large  amounts  on  a  per  capita  or  per  person  in  poverty  basis 
would  continue  to  be  able  to  do  so,  regardless  of  whether  high-spending  levels  reflect 
a  high  level  of  need  or  simply  inefficient  program  administration.  It  also  seems  to 
penalize  New  Mexico  which  has  successfully  controlled  expenditures,  (with  costs  per 
Medicaid  eligible  growth  being  the  third  lowest  rate  of  all  states  during  the  period 
1988-1993),  by  having  our  state  face  the  same  funding  caps  as  states  which  have  had 
more  rapid  historical  growth  due  considerably  to  their  efforts  to  maximize  federal 
Medicaid  funding  through  disproportionate  share  hospital  payments  (DSH).  As 
recently  researched  by  the  Kaiser  Commission  in  their  study  of  the  future  of  Medicaid 
(3/95)',  between  1991  and  1992,  as  much  as  51  percent  of  the  annual  increase  in 
Medicaid  spending  was  attributed  to  rapid  growth  in  federal  DSH  payments  to  states. 
Under  federal  law,  states  designated  disproportionate  share  hospitals,  if  at  least  one 
percent  of  a  hospital's  inpatients  were  Medicaid  eligible.  For  such  hospitals,  it  was 
reasoned  that  since  Medicaid  reimbursement  had  moved  away  from  cost-based  charges 
and  toward  a  prospective  payment  (per  patient  discharge)  system,  the  indigent  care 
debt  could  be  partially  addressed  by  the  disproportionate  share  (DSH)  adjustment  in 
reimbursement.  (See  Chart  6) 


'Holahan,  John  and  David  Liska,  "State  Variations  in  Medicaid:  Implications  for  Block 
Grants  and  Expenditure  Growth  Caps."  (Washington,  D.  C.  :  The  Urban  Institute,  as  prepared  for 
the  Kaiser  Commission  of  the  Future  of  Medicaid,  Policy  Brief,  March  1 995).         ' 
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New  Mexico  maintained  a  conservative  position  in  determining  its  formula  and 
utilization  of  DSH.  The  DSH  allocation  for  New  Mexico  in  federal  Fiscal  Year  94 
represented  only  1  percent  of  the  total  federal  funds  for  the  state  Medicaid  program. 
Congress  in  1993,  curtailed  other  states'  minimum  of  federal  DSH  allowances,  by 
setting  a  maximum  threshold/national  ceiling  allowance  at  12  percent  of  total  federal 
revenues.  Despite  the  DSH  spending  growth  curtailment  in  1993,  the  expenditure  level 
benchmarks  that  are  being  proposed  for  states,  reflect  substantial  differences, 
penalizing  New  Mexico's  cost  efficiencies. 

The  resulting  problem  points  to  the  fact  that  most  higher  income  states  would  receive 
above  average  payments  per  person  in  poverty,  (defined  as  the  number  of  individuals 
below  150  percent  of  federal  poverty  guidelines),  and  most  lower  income  states,  such 
as  New  Mexico,  would  receive  below  average  federal  payments  per  poor  person.  (See 
Chart  7) 


RECOMMENDATION: 

•  Exclude  disproportionate  share  payments  from  the  base  year  block  grant 

calculations  and  redistribute  them  through  a  separate,  equitable  funding 
arrangement. 


3.  States'  administration  of  the  Medicaid  block  grant  program  has  costs  that 
need  to  be  recognized  and  considered  for  federal  matching  participation. 

There  has  been  no  specific  definition  provided  in  the  working  materials  reviewed  thus 
far  for  the  proposed  design  of  the  Medicaid  block  grant  program  regarding 
administrative  provisions  for  the  states.  Currently,  there  has  been  a  50/50  percent 
shared  costs  formula  between  the  federal  and  state  governments  with  some  specified 
enhanced  matching.  Total  administrative  costs  in  New  Mexico  at  the  end  of  state  FY 
94  were  only  3.4  percent  of  program  costs,  including  eligibility  determination  costs. 
Therefore,  funding  provided  to  support  these  costs  need  to  be  maintained.  Also,  it  is 
unclear  as  to  whether  any  of  the  current  federal  financial  participation  (FFP)  will  be 
allowed  to  support  administrative  needs  in  the  areas  provided  for  previously,  such  as 
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the  data  management  information  systems  and  for  the  utiHzation  of  skilled  medical 
professionals  working  in  state  government  that  assist  in  the  administration  of  the 
Medicaid  program.  The  management  information  system  is  a  critical  function  for  the 
administration  of  the  New  Mexico  Medicaid  program.  This  system  generates 
payments  to  service  providers  and  keeps  track  of  eligibility  and  utilization  data  that 
have  been  required  reporting  activities  to  the  federal  Health  Care  Financing 
Administration  as  well  as  being  key  in  our  state's  strategic  planning  for  improved 
health  care  service  delivery. 

Additionally,  the  surveillance  and  utilization  review  (SURS)  function  of  administering 
the  New  Mexico  Medicaid  program  plays  an  important  role  in  ensuring  quality  care 
and  fraud  detection.  Utilization  review  will  become  an  even  more  essential  function, 
as  New  Mexico  Medicaid  moves  toward  the  implementation  of  a  managed  care 
system.  The  state  will  need  to  ensure  that  eligible  recipients  are  being  provided 
appropriate  and  quality  care. 

RECOMMENDATION : 

•  Specific  funding  provisions  need  to  be  preserved  and  maintained  for  costs 

associated  with  the  states'  administration  of  the  Medicaid  block  grant 
program,  particularly  providing  for  enhanced  federal  funding 
participation  to  support  income  eligibility  determination  activities; 
management  information  systems;  service  utilization  review;  use  of  skilled 
medical  professionals  consultation;  and  other  such  critical  administrative 
functions. 


4.  States  need  to  be  allowed  the  flexibility  to  manage  the  Medicaid  block  grant 
to  determine  what  will  be  most  appropriate  to  the  unique  needs  and  conditions 
of  the  state. 

State  flexibility  in  administering  block  grants  will  be  significantly  reduced,  should 
funding  constraints/earmarking  be  added  to  the  program  in  any  given  year.    The 
federal  government  may  want  to  consider  the  establishment  of  a  basic,  minimum, 
preventative  and  acute  care  service  delivery  package.  All  other  references  to  mandated 
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and  proscribed  service  requirements  could  be  eliminated  and  thereby  give  states  the 
flexibility  to  define  a  state-specific  services  package  and  reimbursement  levels. 

Since  states  will  need  to  have  the  greatest  flexibility  to  plan  and  develop  service 
delivery  systems  that  provide  the  best  cost  efficiencies  and  quality  health  care  for 
Medicaid  ehgible  beneficiaries,  the  previous  requirements  for  1915  and  1115  waiver 
applications  and  approvals  from  the  federal  Health  Care  Finance  Administration 
should  no  longer  be  required.  The  1115  waiver  process  has  been  a  detailed  and 
lengthy  process  and  has  hampered  the  more  immediate  implementation  of  service 
delivery  system  innovations  such  as  broader  family  planning  services  or  managed 
health  care  for  states  such  as  New  Mexico.  These  types  of  service  system  innovations 
can  provide  states  the  ability  to  improve  cost  efficiency  and  address  the  most  critical 
needs  of  the  Medicaid  population. 

RECOMMEND  ATION(S) : 

•  Elimination  of  any  "entitlement"  nature  of  the  block  grant  program, 
dropping  any  set-aside  provisions  that  could  potentially  lock-in  the  states' 
commitment  to  certain  special  interest  groups. 

•  Give  states  discretion  and  flexibility  to  define  state-specific  eligibility  and 
reimbursement  policies. 

•  Discontinue  the  1915,  freedom  of  choice,  and  1115  demonstration  waiver 
program  procedures  and  thereby  allowing  states'  flexibility  to  create  their 
own  service  delivery  system  innovations,  such  as  managed  health  care 
initiative 


5.  Federal  funding  participation  with  states  supporting  Indian  Health  Care 
service  delivery  has  not  been  addressed  specifically  in  the  proposed  Medicaid 
block  grant  plans. 

Section   1905(b)  of  Title  XIX  provides  for  a  full  100  percent  federal  funding 
participation  (FFP)  with  states  for  services  provided  by  Indian  Health  Service  (IHS) 
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facilities.  This  full  participation  level  represents  the  federal  government's  continued 
obhgation  to  support  tribal  governments'  self-determination,  education,  and  access  to 
health  care.  Funding  should  be  continued,  therefore,  at  the  full  federal  participation 
level  as  a  direct  flow-through  arrangement  to  states,  separate  from  the  proposed  block 
grant  program. 

RECOMMENDATION: 

•  Continue  full  federal  funding  participation  (at  100  percent),  supporting 

Indian  Health  Service,  through  a  direct  flow-through  arrangement  to 
states  separate  from  the  proposed  block  grant  program. 


6.    Long  term  care  issues  represent  substantial  concerns  for  states  relevant  to 
increasing  aged  and  disabled  populations  and  higher  costs  and  greater 
frequency  of  service  utilization  among  these  populations. 

States  bear  considerable  responsibility  for  long-term  care,  including  the  administration 
of  federal  and  state  funding  to  support  such  care  and  regulation  of  nursing  homes  and 
home  health  agencies.  Spending  for  long-term  care  has  increased  dramatically  in 
recent  years,  placing  a  great  strain  on  state  budgets.  Population  aging  w  ill  lead  to  a 
greater  demand  for  formal  long-term  care.  Currently,  1  out  of  every  8  Americans  is 
65  years  of  age  or  older.  New  Mexico's  aged  population  will  have  increased  by  10.3 
percent  between  1995  and  the  year  2000.  The  growth  rate  is  21  percent  by  2010  (See 
Chart  4).  With  more  seniors  in  the  United  States  living  longer  with  chronic 
conditions,  increasing  demands  will  be  made  on  the  states'  and  the  national  health  care 
system. 

Over  one-third  of  the  nation's  elderly  live  in  rural  communities.  The  elderly  form  25 
percent  of  the  total  rural  population  compared  to  12  percent  of  the  total  U.S. 
population.  This  percentage  is  likely  to  increase  due  to  out-migration  of  young  people 
to  work  in  urban  areas  and  in-migration  of  the  elderly  who  retire  to  a  safer,  cleaner, 
cheaper  place.  Rural  elderly  have  a  higher  poverty  rate,  lower  median  income,  and 
poorer  health  status  than  their  urban  counterparts. 
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Another  factor  that  should  be  noted  is  that  based  on  the  1990  Census,  28  percent  of  the 
U.S.  population  reported  living  alone,  with  the  proportion  of  this  increasing  with  age. 
People  living  alone  and  with  limitations  of  their  mobility  and  abilities  for  self  and 
personal  care,  are  more  likely  to  require  long-term  care. 

In  New  Mexico,  3.1  percent  of  the  population  over  age  65  years  and  4.6  percent  of 
other  adults  ages  16-64  years  reported  limitations  to  their  daily  living  abilities. 
Although  many  older  people  have  functional  limitations  or  cognitive  impairments  and 
need  ongoing  assistance,  they  are  not  so  disabled  as  to  require  nursing  home  care.  The 
majority  of  these  disabled  persons  receive  informal  long-term  care  in  their  homes. 
Estimates,  from  a  national  study  conducted  by  the  American  Association  of  Retired 
Persons  (AARP-1994),  that  almost  three-quarters  of  severely  disabled  older  persons 
received  home  care  entirely  from  family  members  or  other  unpaid  care  givers. 
However,  far  more  Medicaid  recipients  receive  institutional  care  than  community- 
based  care. 

New  Mexico  has  curtailed  growth  of  institutional  care/nursing  facilities  through  its 
Medicaid  reimbursement  policy.  Demand  for  long  term  care  services  has  continued 
to  grow  and  the  state  has  not  fully  developed  the  home  and  community  based  service 
system  to  address  these  demands.  Over  1200  individuals  remain  on  a  waiting  list  for 
community  based  care  for  the  1915(c)  waiver  program  for  elderly  and  disabled 
individuals.  Existence  of  an  under-developed  community-based  long  term  care 
service  systems  make  achievement  of  cost  efficiencies  in  this  area  difficult.  Long- 
term  care  service  delivery  also  is  not  as  amenable  to  the  managed  health  care 
environment  being  pursued  by  states  for  cost  efficiencies  in  the  acute  care  service 
delivery  system. 

Current  Senate  proposals  for  the  block  grant  program  would  further  mandate  state 
payment  of  co-insurance  deductibles  and  premiums  for  low  income  Medicare  and 
Medicaid  beneficiaries.  Since  states  have  no  control  over  the  number  of  Medicare 
beneficiaries,  the  costs  of  deductibles  and  premiums,  and  no  ability  to  manage  the 
utilization  ,  the  result  of  the  proposed  mandate  is  a  shifting  of  Federal  costs  to  the 
state. 


10 
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RECOMMENDATION(S) : 

•  Long-term  care  should  be  considered  as  a  special  concern  for  states  and 

should  be  kept  as  a  separate  entitlement  program  for  a  five-year  period 
with  no  capped  growth  in  order  to  give  New  Mexico  and  other  states  the 
ability  to  develop  a  coherent  long  term  care  policy  and  program,  including 
the  promotion  of  private  long-term  care  insurance. 


Remove  nursing  facility,  ICF/MR  and  1915(c)  waiver  programs  associated 
with  long-term  care  also  for  a  five-year  period  to  provide  maximum 
flexibility  to  states  in  implementing  long-term  care  service  innovations. 

Co-insurance  and  deductibles  supported  by  Medicaid  for  Medicare 
beneficiaries  should  be  pulled  out  from  the  block  grant  growth  caps,  as 
states  are  not  responsible  for  Medicare  eligibility  and  thereby  do  not 
directly  control  the  growth  of  these  costs. 
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Projected  Population  (coo's)  by  Region 


us 

Year 

Region 

1995 

2000 

2005 

2010 

Northeast 

51.440 

51.885 

52.472 

53.301 

Midwest 

61,994 

63,837 

65,193 

66.332 

South 

91,726 

97.241 

102.366 

107.385 

Pacific 

42,890 

46,388 

50.167 

54.318 

Mountain 

15,384 

16,889 

18,089 

19,094 

New  Mexico 

1,676 

1.823 

1,956 

2.082 

Projected  Population 

Percent  Changi 

Q  by  Region 

US 

Year 

Region 

1995 

2000 

2005 

2010 

Northeast 

- 

0.9% 

1.1% 

1.6% 

Midwest 

- 

3.0% 

2.1% 

1.7% 

South 

- 

6.0% 

5.3% 

4.9% 

Pacific 

- 

8.2% 

8.1% 

8.3% 

Mountain 

- 

9.8% 

7.1% 

5.6% 

New  Mexico 

- 

8.6% 

7.3% 

6.4% 

Source;  Current  Popu 

ilation  Reports 

File; 

NMDATA 

Poverty  Rates  by  Region 

1992 

Estimated 

Persons 

Percent 

US 

Population 

in 

in 

Region 

(OOO's) 

Poverty 

Poverty 

Northeast 

51,118 

6,227 

12.2% 

Midwest 

60,713 

7,984 

13.2% 

South 

88,143 

14.763 

16.7% 

Pacific 

40,726 

6.002 

14.7% 

Mountain 

14,381 

1.906 

13.3% 

New  Mexico 

1,581 

327 

20.7% 

Source:  Current  Pop 

ulation  Report  P60-185 

File:  POVSTAT 
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65+  Projected  Population  (ooo's)  by  Region 


us 

Year 

Region               1995 

2000 

2010 

Northeast                      7,272 

7,304 

7,597 

Midwest                        8.179 

8,369 

8.912 

Soutli                            11,809 

12,724 

15.055 

Pacific                            4,645 

5,003 

6.173 

Mountain                       1,750 

1,924 

2.362 

New  Mexico                      185 

204 

247 

65+    Projected  Population  Percent  Change  by  Region 

US 

Year 

Region               1995 

2000 

2010 

Northeast 

0.4% 

4.0% 

Midwest 

2.3% 

6.5% 

South 

7.7% 

18.3% 

Pacific 

7.7% 

23.4% 

Mountain 

9.9% 

22.8% 

New  Mexico 

10.3% 

21.1% 

Source:  Current  Population  Reports  File:  NMDATA 


Age  Dependency  Ratio* 
US  Year 

Region  1995  2000  2010 

Northeast  0.629  0.633  0.597 

Midwest  0.655  0.642  0.615 

South  0.637  0.631  0.611 

Pacific  0.624  0.623  0.605 

Mountain  0.662  0.644  0.623 

New  Mexico  0.692  0.690  0.669 

•(Ages<18  &  65+)/(Ages18-e4) 

Source:  Current  Population  Reports  Pte  nmdata 
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Disproportionate  Share  Payments 
Per  Person  in  Poverty 


FY1995 

1992 

DSH 

DSH 

Persons  In 

Payments 

Census 

Payments 

Poverty 

per  Person 

Region 

(Millions) 

(Thousands) 

In  Poverty 

Northeast 

$ 

6.458 

$ 

6.227 

$ 

1.037 

Midwest 

$ 

2,668 

$ 

7.984 

$ 

334 

South 

$ 

5.562 

$ 

14,763 

$ 

377 

Pacific 

$ 

3,317 

$ 

6.002 

$ 

553 

Mountain 

$ 

551 

$ 

1.906 

$ 

289 

New  Mexico 

$ 

8 

$ 

327 

$ 

24 

$ 

18,556 

$ 

36.882 

$ 

503 

Source;  NGA/HCFA64 

File: 

DSHPPOV 
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Disproportionate  Share  Payments 
Per  Person  In  Poverty 


Fyi995 

1992 

DSH 

DSH 

Persons  in 

Payments 

Payments 

Poverty 

1 

per  Person 

state 

(Millions) 

(Thousands) 

In  Poverty 

Hawaii 

0 

129 

Montana 

0 

113 

- 

TennesM 

0 

849 

Wyoming 

0 

49 

Arkansas 

3 

424 

7 

South  Dakota 

1 

105 

10 

Idaho 

2 

160 

13 

North  Dakota 

1 

73 

14 

Iowa 

6 

327 

18 

Wisconsin 

11 

551 

20 

Now  Mexico 

8 

327 

24 

Utah 

6 

162 

37 

Oklahoma 

24 

600 

40 

Oregon 

IB 

340 

53 

^4ebraska 

11 

169 

65 

Kentucky 

74 

723 

102 

Minnesota 

64 

554 

116 

Delaware 

7 

55 

127 

Florida 

339 

2097 

162 

Illinois 

337 

1836 

184 

West  Virginia 

84 

396 

212 

Arizona 

131 

554 

236 

Mississippi 

158 

660 

239 

Virginia 

152 

584 

260 

Michigan 

375 

1254 

299 

Vermont 

20 

63 

317 

Kansas 

92 

277 

332 

Georgia 

412 

1151 

358 

Nevada 

74 

188 

394 

Alaska 

21 

53 

396 

North  Carolina 

440 

1047 

420 

Ohio 

639 

1381 

463 

Texas 

1513 

3079 

491 

District  ol  Columbia 

54 

108 

500 

Alabama 

376 

715 

526 

California 

2937 

4925 

596 

Washington 

341 

555 

614 

South  Carolina 

440 

687 

640 

Pennsylvania 

967 

1426 

678 

Missouri 

567 

797 

711 

Maryland 

425 

568 

748 

Rhode  Island 

94 

116 

810 

Indl&na 

564 

660 

855 

Colorado 

330 

353 

935 

Maine 

165 

170 

971 

Massachusetts 

600 

580 

1,034 

Louisiana 

1061 

1020 

1.040 

New  York 

3072 

2699 

1,138 

Connecticut 

349 

303 

1,152 

New  Jersey 

985 

771 

1,278 

New  Hampshire 

206 

99 

2.081 

Total 

18556 

36882 

503 

Source  NGA«CFA64 

1 

Tie  DSHPPOV 
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Expenditure  Back-up  Details 

($000s) 


Medicare 

FY  93 

FY  94 

Co-insurance  and  Deductibles 

26.800 

29.053 

Premiums 

12.908 

15.363 

Total 

39,708 
($000s) 

44.416 

Indian  Health  Service 

FY  93 

FY  94 

Outpatient 

6,835 

7,479 

Inpatient 

5.283 

5,380 

Total 

12.118 

12.859 

Administrative  Costs 

($000s) 

Administration 

10,035 

12.440 

Field  Offices 

2.745 

3.254 

Data  Processing 

6.438 

5.403 

Auditing 

836 

1,816 

Other 

1,051 

277 

Total  Administrative 

21.105 

23.190 

Percent  Administration 

3.6% 

3.4% 

Progam  Costs 
Total  Medicaid  Costs 


561.781 


582.886 


665,516 


688,706 
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Chairman  DOMENICI.  Bill,  the  University  of  New  Mexico  Medical 
Center.  Thank  you  very  much  for  coming. 

STATEMENT  OF  WILLIAM  H.  JOHNSON,  CHIEF  EXECUTIVE 
OFFICER,  UNIVERSITY  OF  NEW  MEXICO  HOSPITAL 

Mr.  Johnson.  Mr.  Chairman  and  Senators,  I  will  not  repeat 
many  of  the  comments  that  have  been  made  and  I  support  the  is- 
sues that  have  been  brought  forward.  I  would  like  to  just  indicate 
that  some  of  my  comments  should  never  be  interpreted  as  obstruc- 
tions or  impediments;  but  rather,  really  opportunities  for  greater 
challenge. 

I  would  like  to  at  least  come  to  you  from  the  perspective  of  the 
university  teaching  hospital  and  the  teaching  system  in  the  coun- 
try. We  have  a  single  teaching  hospital  in  the  State  of  New  Mexico, 
with  a  single  medical  school  and  center.  That  is  where  we  derive 
our  work  force,  our  health  work  force.  Not  only  physicians,  but  be- 
cause we  have  created  a  medical  center,  we  then  train  nurses  and 
OTs  and  PTs  and  pharmacists,  frequently  individuals  who  have  the 
only  health  care  delivery  in  the  rural  areas  of  the  State. 

So  we  really  feel  that  this  is  something  that  needs  to  be  pro- 
tected. I  think  that  nowhere  is  it  more  evident  of  the  inexplicable 
relationship  between  medicare  and  medicaid  than  in  the  teaching 
setting,  because  we  derive  much  of  our  funding  for  the  teaching 
mission  from  both  of  those  programs  simultaneously. 

Thus,  we  would  say  that  medical  education,  as  a  part  of  the 
health  delivery  system,  tends  to  complicate  the  issues  as  you  look 
at  it  from  a  medicaid  perspective  and  a  medicare. 

Perhaps  one  of  the  recommendations  which  had  at  least  been  dis- 
cussed during  some  of  the  debate  on  national  health  affairs  is, 
should  we  separate  out  the  educational  function  of  health  care 
workers  and  make  that  a  separate  program  and  extract  that  from 
the  clinical  delivery  system,  and  that  may  be  something  that  needs 
to  be  looked  at  when  we  are  trying  to  gain  some  control  over  the 
health  care  costs. 

We  heard  a  comment  about  the  disproportionate  share.  Senators, 
you  and  I  remember  that  well  with  Tony  McCann  in  your  office  1 
day.  It  has  been  a  very  viable  program  for  the  State  of  New  Mex- 
ico, and  as  we  look  at  the  development  of  a  block  grant,  we  need 
to  make  certain  that  many  of  these  components  that  have  been  de- 
veloped are  not  somehow  under-funded  or  omitted. 

Disproportionate  share,  as  Bruce  has  indicated,  has  provided  the 
last  safety  net  for  certain  groups  of  individuals  who  have  not  been 
eligible  for  medicaid  or  within  that  indigent  population. 

During  the  transition,  that  whatever  occurs,  there  has  to  be  some 
safety  net  that  continues  for  those  individuals  who  are  not  covered: 
transients,  indigents,  illegals,  et  cetera.  We  would  say,  please  be 
certain  that  you  look  at  the  disproportionate  adjustment. 

In  New  Mexico,  medicaid  for  our  institution  is  a  rather  substan- 
tial revenue  stream.  We  are  major  providers  of  medicaid.  I  note 
that  back  in  1988,  we  had  about  2,878  medicaid  admissions.  We 
are  projecting,  in  1995,  8,317,  a  very  dramatic  increase  in  the 
workload  of  just  in-patient  activities.  We  have  had  a  commiserate 
increase  in  out-patient. 


175 

It  is  interesting  to  note  that  in  1988,  our  cost  for  in-patient  ad- 
mission ran  about  $7,700;  and  as  we  have  grown  and  collected  and 
put  together  individuals  where  we  could  have  greater  utilization  re- 
view, quality  assurance,  it  has  dropped  to  about  $5,322,  in  kind  of 
gross  numbers. 

We  think  that  there  are  a  variety  of  political  decisions  that  need 
to  be  made  about  the  medicaid  population.  It  is  a  difficult  popu- 
lation to  deliver  care  to;  I  have  to  state  that.  It  is  a  group  that 
tends  to  be  non-compliant;  they  have  huge  amounts  of  social/eco- 
nomic baggage  that  accompanies  them  into  the  situation,  and  it  is 
a  population  that  we  feel  requires  substantially  greater  utilization 
review. 

They  need  to  be  on  a  much  more  enhanced  managed  care  situa- 
tion in  the  State  of  New  Mexico  in  order  for  us  to  deliver  a  greater 
amount  of  cost-effectiveness  in  that  program. 

I  want  to  talk  a  little  bit  about  the  capitated  system  that  we  are 
looking  at  potentially  in  medicaid  by  July  1996,  and  again,  tie  back 
into  that  the  issue  of  teaching  costs.  If  one  looks  at  the  current 
medicare  high  risk  program  in  which  95  percent  of  the  area  ad- 
justed capitated  care  rate,  it  is  interesting  to  note  that  in  that  is 
the  teaching  costs  associated  with  hospitals.  It  is  the  disproportion- 
ate payment  put  in  that  in  which  the  HMO  walks  away  with  those 
dollars  that  had  been  originally  set  for  the  problems  associated 
with  the  care  of  the  elderly. 

The  other  aspect  of  the  teaching  is  the  movement  of  the  primary 
to  the  specialty  training  and  that  conflict  that  takes  place  v^dthin 
the  schools  of  medicine.  How  do  we  train  specialists?  How  do  we 
train  primary  care,  trying  to  move  to  at  least  50-50  in  our  training 
programs. 

What  we  would  encourage  is  the  ability  to  facilitate  different 
methods  of  training.  For  example,  in  New  Mexico,  we  are  trying  to 
put  in  a  one-plus-two  program  in  which  we  have  family  training  in 
ofF-hospital  sites,  in  Las  Cnices  and  other  rural  areas. 

We  need  to  facilitate  that  through  the  changes  in  the  pajnnents 
mechanisms  so  that  we  can  easily  move  people  to  training  pro- 
grams that  will  enhance  the  interests  in  primary  care  as  well  as 
rural  medicine. 

You  might  note  that  the  University  Medical  School  most  recently 
was  listed  as  the  top  seventh  in  the  country  in  primary  care  trgiin- 
ing,  and  number  two  in  rural  health  care.  We  need  help  to  facili- 
tate that  in  the  future. 

It  has  been  indicated  earlier  of  the  leverage  of  Medicaid  Pro- 
gram. We  have,  I  do  not  think,  a  well-leveraged  program  compared 
to  other  States. 

Chairman  DoMENici.  You  mean  harvesting? 

Mr.  Johnson.  Harvesting. 

Chairman  DOMENICI.  A  new  word,  harvesting. 

Mr.  Johnson.  Secretary  Heim  here  will  know  the  penalty  we 
paid  at  one  time  for  sowing  too  quickly  and  seeding  too  much,  and 
we  have  suffered  from  that.  But  I  believe  we  are  at  a  substantial 
disadvantage.  Someone  needs  to  look  at  the  other  States  and  how 
we  have  put  our  baseline  program  together  and  would  we  be  at  a 
disadvantage. 
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I  would  also  try  to  make  a  comment  as  my  light  goes  on  that  one 
must  understand  the  intricacies  of  health  care,  and  that  we  as  pro- 
viders are  under  tremendous  downward  pressure  on  payment  from 
every  segment  of  the  payer  sources,  whether  it  be  medicaid,  HMOs, 
PPOs,  whomever,  want  to  pay  us  a  great  deal  less. 

I  was  asked  to  make  certain  for  you  today,  I  got  a  call  from 
Washington  and  said,  "Has  Senator  Domenici  really  put  a  reduc- 
tion in  the  IME  from  7.7  to  3  percent  in  the  budget,"  and  if  so,  we 
would  look  at  a  $3  million  loss  in  funds  immediately. 

So  I  would  just  say  that  you  cannot  look  at  medicaid  or  medicare 
in  isolation,  and  they  have  to  be  looked  at  as  an  integrated  pay- 
ment system  for  all  providers. 

Thank  you,  Mr.  Chairman  and  Senators. 

[The  prepared  statement  of  Mr.  Johnson  follows:] 
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STATEMENT  ON  MEDICAID  REFORM 

AND  THE  STATE  OP  NEW  MEXICO 

APRIL  18,  1995 

WILLIAM  H.  JOHNSON,  JR. 

CEO,  DNM  HOSPITAL 
ALBaQU^RQDE,  NEW  MEXICO 

My  name  is  William  H.  Johnson,  Jr.  and  I  am  the  Chief  Executive 
Officer,  university  of  New  Mexico  Hospital,  (unmh)  in  Albuquercpie , 
New  Mexico.  I  am  pleased  to  be  here  today  to  share  some 
observations  regarding  Medicaid  Reform  and  the  State  of  New  Mexico. 

Other  speakers  will  most  likely  address  the  multiple  issues 
associated  with  this  svibject;  however,  I  would  like  to  discuss  the 
topic  of  Reform  as  it  impacts  the  State  of  New  Mexico's  only 
teaching  hospital.  In  order  to  assure  an  availaible  and  well 
prepared  health  work  force  for  New  Mexico,  UNMH  and  its  parent 
orgeuiization  University  of  New  Mexico  Health  Sciences  Center  (UNM 
HSC}  are  by  design  extremely  reliauit  on  both  Medicaid  and  Medicare 
to  f\ind  and  subsidize  a  significant  pcrtion  of  the  medical 
education  mission.  UNMH  will  fund  the  condensation  plus  other 
benefits  in  the  next  fiscal  year  for  249  house  officers  in  training 
at  a  cost  of  $9.6  million.  These  educational  costs  are  mainly 
offset  by  payments  made  to  UNMH  by  the  Graduate  Medical  Education 
(GMB)  payment  of  Medicaid  emd  the  GME  and  Indirect  Medical 
Education  (IME)  payments  of  Medicare.  My  concern  is  that  in  the 
estadalishment  of  the  reform  of  Medicaid  the.-e  must  be  accounted  for 
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the  continuation  of  reimbursementB  for  medical  education  costs. 
Without  specific  and  directive  Icuiguaga  the  costs  associated  with 
medical  education  may  be  under-funded  or  omitted  entirely.  As  an 
example,  during  much  of  the  recent  national  health  reform  debate 
medical  education  funding  was  not  a  clearly  defined  and  articulated 
aspect  of  the  various  plans  proposed  for  reform  to  include  the 
recent  reform  models  developed  by  the  Robert  Wood  Johnson  gramt  in 
the  State  of  New  Mexico. 

Further,  the  special  Medicare  and  Medicaid  "Disproportionate  Share" 
(DSB)  payment  may  also  lose  Identity  as  a  requisite  portion  of 
reform  programs  under  the  mistaken  belief  that  Medicaid  will 
provide  coverage  for  all  uninsured  individvials .  This  is  an 
inaccurate  assumption.  As  an  exanqple  it  is  interesting  to  note 
that  even  in  the  current  dynamic  economy  of  New  Mexico  we  are 
noting  a  growth  in  indigent  coverage  as  employment  expamds. 
Unfortunately,  the  en^loyment  growth  is  in  industries  that  are  not 
bringing  benefits  to  the  market  e.g. :  construction,  service,  etc. 
The  cxirrent  DSH  payment  Insures  adequate  medical  coverage  of  this 
group  as  well  as  for  \indocumented  workers,  transients,  etc. 

An  additional  topic  that  bears  attention  is  the  potential  move  to 
a  capitated  managed  care  system  for  Medicaid  in  New  Mexico  as  of 
July  1,  1996.  The  belief  that  UNMH  and  ONM  HSC  could  function 
iinder  a  capitated  payment  system  without  establishing  a  con^Ksnent 
payment  for  medical  education  is  fallacious  and  unachievable.  As 
an   exaa^le  in  the  creation  of  the  Medicare  risk  HMO  the  current 
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Average  Adjusted  Per  Capita  Cost  which  determines  payment  includes 
the  local  costs  of  medical  education  and  DSH.  This  money  Is  now 
paid  to  the  HMOs  amd  not  the  teaching  facility  Incurring  the  cost . 
I  am  certain  this  was  never  the  expressed  intention  of  this  federal 
program.  It  is  obvious  that  the  inplementatlon  of  Medicaid  Reform 
cannot  make  simileu:  process  errors  without  creating  serious 
financial  stress  on  the  public  teaching  hospitcil. 

There  is  considerodsle  debate  regarding  the  reduction  of  health 
costs  relating  to  primary  versus  specialty  physiciams  education. 
Currently,  tJNM  HSC  is  itnplementlng  mcuiy  creative  approaches  to 
increase  the  number  of  primary  health  providers  for  New  Mexico. 
Unfortunately,  however,  there  are  numerous  current  and  predicted 
punitive  disincentives  to  achieve  new  educational  goals  rather  than 
reviewing  existing  policies  which  are  incredibly  restrictive  and  in 
their  place  install  positive  incentives .  This  would  permit  the 
establishment  of  Innovative  progrsuns  which  would  encourage  and 
enhance  primary  care  provider  training.  Increased  a'^'ailability  of 
primary  providers  is  essential  in  ultimately  reducing  health  care 
costs . 

Lastly,  I  am  aware  that  numerous  states  have,  over  the  past  several 
years,  exercised  slgnificauit  leverage  in  growing  their  Medicaid 
program.  They  have  utilized  creative  matching  programs  such  as 
inter-governmental  trauisfers,  increased  state  appropriation 
provider  tauces,  etc.  However,  I  cun  not  confident  that  New  Mexico 
has  availed  Itself  of  the  opportunity  to  expand  the  state  Medicaid 
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base  as  has  been  done  by  other  states.  I  am  aware  that  the  only 
unusxial  match  to  Medicaid  has  been  the  inter-governmental  transfer 
from  UNMH  to  the  state  Medicaid  program  of  UNMH  1MB  funds.  Tbese 
funds  which  could  disappear  during  Medicaid  reform  and  no  future 
growth  of  the  base  could  occur.  Thus,  Medicaid  reform  may  leave 
New  Mexico  far  sbort  of  the  funding  necessary  to  simulteuneoualy 
support  the  medical  care,  medical  education  cuid  disproportionate 
share  coii^>onent8  of  Medicaid. 

In  closing,  I  would  also  share  the  obeerveition  that  no 
reimbursement  program  can  be  viewed  in  isolation.,  All  providers 
are  facing  significant  downward  pressure  on  pricing  from  all 
segments  of  the  payor  group.  As  an  exainple,  the  recent  minimal 
recommendations  by  Propac  relative  to  reducing  IME  payment  for 
teaching  hospitals  of  1%  will  result  in  an  actual  cash  reduction, 
not  slowing  growth,  to  UNMH  of  approximately  one  million  dollars. 
If  all  payors  continue  to  inqplement  their  unique  solutions  for 
their  unique  needs  without  a  more  global  vi'^w  of  the  overall  health 
delivery  system,  it  is  possible  that  a  true  crisis  may  occur  which 
will  be  incredibly  e3q>enslve  to  resolve  in  future  years . 

Thank  you  for  this  opportunity  to  share  my  views  on  Medicaid 
reform. 

Chairman  DoMENici.  Before  Dick  Heim  proceeds,  I  would  remind 
you  that  while  the  President  has  recently  proposed  nothing  with 
reference  to  fixing  medicare,  he  did  provide  for  $130  billion  in  re- 
ductions in  medicare,  all  from  the  providers  with  the  exception  of 
$10  billion  in  his  proposed  health  care  reform. 

We  now  have  a  Medicare  System  that  is  acknowledged  to  be 
going  broke,  and  it  seems  interesting  to  let  us  ask  the  President, 
if  we  decide  to  save  some  money  by  not  improving  the  delivery  sys- 
tem in  medicare,  would  he  like  it  to  go  into  the  trust  fund  for  medi- 
care, or  would  he  like  it  to  go  and  stand  on  other  programs,  which 
is  where  that  distinction  will  come. 

He  would  say  spend  savings  on  new  programs;  we  would  say 
leave  it  in  the  budget.  Nonetheless,  it  is  too,  too  tough  in  terms  of 
providers.  If  we  cannot  find  any  other  way,  that  is  what  we  always 
do,  right? 

Mr.  Johnson.  Yes,  sir. 
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Mr.  Heim.  I  believe  Judy  is  supposed  to  be  next. 

Chairman  DOMENICI.  Judy,  OK.  Presbyterian  Medical  Center. 

STATEMENT  OF  JUDITH  ENRIGHT,  VICE  PRESIDENT, 
PRESBYTERIAN  MEDICAL  SERVICES 

Ms.  Enright.  Good  morning,  Senator  Domenici,  and  members  of 
the  United  States  Senate  Budget  Committee.  My  name  is  Judy 
Enright  and  I  am  Vice  President  of  Presbyterian  Medical  Services, 
a  not-for-profit  New  Mexico-based  corporation  with  a  25-year  his- 
tory of  providing  comprehensive  primary  health  care  and  human 
services  to  residents  of  rural  communities  in  this  State. 

I  am  honored  to  have  the  opportunity  to  present  comments  to 
this  prestigious  body  and  wish  to  acknowledge  Senator  Domenici's 
ongoing  commitment  to  ensuring  the  well-being  of  the  people  of 
New  Mexico  and  of  the  Nation.  It  is  with  great  pleasure  we  wel- 
come the  United  States  Senate  Budget  Committee  and  staff  to  New 
Mexico. 

The  purpose  of  this  hearing  is  to  explore  the  impact  block  grants 
may  have  on  New  Mexico.  I  will  present  some  concerns  and  consid- 
erations on  this  matter  from  the  provider  perspective. 

Presbyterian  Medical  Services,  as  well  as  approximately  16  other 
New  Mexico  organizations  operate  primary  care  clinics  throughout 
the  State  of  New  Mexico,  receiving  both  Federal  and  State  funds 
to  help  support  the  ongoing  effort  to  ensure  quality  health  services 
for  the  unserved  and  underserved. 

This  is  a  challenging  task  in  view  of  the  years  of  limited  or  re- 
stricted funding.  The  federally-funded  programs  operating  under 
329,  330  and  340  Federal  grants  have  been,  in  fact,  leaders  in  the 
development  of  coordinated  care  activities,  although  we  have  not 
taken  the  credit  for  this  effort. 

The  array  of  services  and  the  number  of  clients  served  by  these 
programs  is  dramatic.  The  services  include  direct  medical  care 
which  may  be  rendered  by  individuals  in  solo  practice  settings,  or 
teams  of  physicians,  physician  assistants,  nurse  practitioners,  and 
include  diagnostic,  laboratory,  radiology,  dental  services,  pharma- 
ceutical services,  preventive  health  care,  and  case  management. 

These  providers  have  an  estimate  patient  base  in  New  Mexico  of 
over  110,000,  with  a  visit  total  well  over  300,000  per  year.  In  addi- 
tion to  these  core  services,  Presbyterian  Medical  Services  has  com- 
mitted to  the  development  of  an  extensive  integrated  service  sys- 
tem and  has  added  services  such  as  mental  health,  substance 
abuse,  home  care  hospice,  supported  living  arrangements,  and  sup- 
ported employment,  to  name  a  few. 

This  further  supports  the  contention  that  we  clearly  understand 
the  need  for  a  continuum  of  care  which  allows  access  at  any  point 
and  focuses  on  client-centered  services  vrith  effective  cost  manage- 
ment without  compromise  to  quality. 

The  real  challenge  to  providers  such  as  PMS,  who  have  been  in 
the  trenches  working  diligently  and  prudently,  is  to  remain  viable 
during  these  changing  times.  We  believe  we  have  the  expertise  and 
the  experience  to  render  the  necessary  services  to  those  who  other- 
wise would  have  limited  access. 

In  recent  years,  many  private  practitioners  would  not  accept 
medicaid,  and  in  some  cases  medicare  patients,  due  to  limited  re- 
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imbursement  and/or  excessive  paperwork  and  delays  in  receiving 
payment.  Yet,  community  health  centers  continue  to  serve  these 
clients,  as  well  as  a  significant  number  of  New  Mexico  residents 
who  are  indigent,  the  working  poor,  or  ineligible  for  public  assist- 
ance. 

We  have  served  them  well  and  persevered  through  difficult 
times,  advocating  for  their  well-being.  Thus,  changes  such  as  block 
grants  for  medicaid  service  need  careful  consideration  and  study  to 
determine  their  impact  on  this  system. 

Currently,  from  our  view,  there  is  a  point  that  if  change  is  going 
to  occur,  we  as  community  health  centers  must  rise  to  the  occasion 
and  be  key  players  in  the  development  of  a  successful  strategy,  ac- 
tively participating  in  the  process. 

It  is,  therefore,  our  intent  to  provide  you  with  comments,  rec- 
ommendations, and  concerns,  but  when  the  dust  settles,  I  can  as- 
sure you  that  we  will  still  be  there  on  the  front  line,  serving  the 
people,  advocating  for  quality  health  care  for  the  poor  and  under- 
served,  and  doing  the  work  we  have  done  for  years. 

The  issue  of  empowering  States  to  develop  and  structure  the 
Health  Delivery  System  and  providing  funds  directly  to  them  for 
this  purpose,  in  and  of  itself  seems  reasonable  and  an  effective 
means  to  eliminate  the  middleman,  and  ensure  that  the  unique 
needs  can  be  addressed  without  pleading  the  case  to  those  unfamil- 
iar with  the  State. 

However,  this  power  also  brings  great  responsibility  for  efficient 
management  and  acknowledgement  of  the  risk  to  existing  struc- 
tures that  could  be  damaged  in  the  early  stages.  The  fact  that  the 
Medicaid  Block  Grant  Fund  for  New  Mexico  with  the  State  funds 
would  be  well  over  $700  million  necessitates  a  well-developed  infra- 
structure to  handle  this  activity. 

In  reviewing  what  occurred  in  other  States  as  they  implemented 
medicaid-managed  care  activities,  it  becomes  increasingly  apparent 
that  mistakes  can  be  made  in  the  early  stages  and  as  they  go 
through  the  chaos  that  could  result  which  could  have  an  impact, 
a  negative  impact  on  the  system  for  years. 

In  this  State,  there  has  been  a  trend  that  when  new  activities 
are  initiated,  the  old  way  of  doing  business  does  not  necessarily  get 
put  aside,  and  the  result  is  an  enormous  growth  in  the  number  of 
State  employees  overseeing  projects.  It  is  not  unusual  to  see  some 
new  funding  add  an  additional  20  percent  in  administration  costs 
to  the  project  which  typically  results  in  a  decrease  of  funds  avail- 
able for  direct  services. 

It  would  be  our  hope  that  the  management  of  these  funds  would 
be  established  in  such  a  manner  that  there  is  a  replacement  of 
staff,  not  an  addition.  There  have  also  been  times  when  State  staff 
begins  to  micro-manage  the  programs  and  they  lose  their  ability  to 
manage  it  locally. 

One  of  the  main  concerns  that  we  have  is  that  one  of  the  values 
in  the  community  health  center  has  been  input  from  the  local  com- 
munities. Boards  of  directors  and  local  advisory  councils  are  a  key 
element  in  the  functionality  of  these  programs,  and  it  would  be  our 
concern  that  in  block  grant  activities,  this  activity  may  be  over- 
looked. 
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The  last  concern  I  would  have  to  share  with  you  is  the  concern 
about  high  risk  patients.  PMS  has  been  a  provider  with  Mental 
Health  in  the  1990's  Program,  a  managed  care  system  funded  by 
the  Department  of  Mental  Health  in  the  last  2  years. 

We  have  had  experience  in  this  field  and  it  has  reinforced  that 
access  to  an  array  of  services  coordinated  by  a  single  provider  can 
improve  and  enhance  the  quality  of  life.  However,  it  is  also  appar- 
ent that  the  cost  of  these  services  is  high,  and  thus,  it  will  require 
commitment  to  a  funding  level  that  exceeds  the  norm. 

It  is  a  known  fact  that  patients  with  chronic  illness  are  not  the 
wanted  patients  in  the  managed  care  system,  and  all  effort  will  be 
made  to  avoid  them  if  possible.  The  mentally  ill  can  often  find 
themselves  with  great  restrictions  under  these  services. 

It  becomes  an  issue  of,  what  are  the  basic  services  that  we  be- 
lieve people  need  and  how  do  we  address  the  issue  of,  if  you  need 
more,  then  you  have  to  go  and  pay  for  them. 

In  conclusion,  it  is  critical  that  the  decisions  regarding  cost  con- 
tainment measures,  including  block  grants,  be  weighed  to  deter- 
mine expected  outcomes  and  capacity  of  the  entities  accepting  re- 
sponsibility for  their  management. 

Thank  you  for  your  time. 

[The  prepared  statement  of  Ms.  Enright  follows:] 
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Prepared  Statement  of  Judith  Enright,  Vice  PREsroENT  of  Presbyterian 

Medical  Services 

Good  morning.  Senator  Domenici  and  members  of  the  U.S.  Senate 
Budget  Committee. 

My  name  is  Judith  Enright  and  I  am  vice  President  of  Presbyteriam 
Medical  Services,  a  not-for-profit  New  Mexico  based  corporation 
with  a  twenty- five  year  history  of  providing  comprehensive  primary 
health  care  amd  hxjman  services  to  the  residents  of  rural 
communities  of  this  state. 

I  am  honored  to  have  the  opportunity  to  present  comments  to  this 
prestigious  body  and  wish  to  acknowledge  Senator  Domenici 's  ongoing 
commitment  to  ensuring  the  well-being  of  the  people  of  New  Mexico 
and  the  nation.  It  is  with  great  pleasure  that  we  welcome  the  U.S. 
Senate  Budget  Committee  members  and  staff  to  New  Mexico. 

The  purpose  of  this  hearing  is  to  explore  the  impact  block  grants 
may  have  on  New  Mexico.  I  will  present  some  concerns  and 
considerations  on  this  matter  from  the  provider  perspective. 

Presbyterian  Medical  Services,  as  well  as  approximately  sixteen 
other  New  Mexico  organizations,  operate  primary  care  clinics 
throughout  the  state  which  receive  both  federal  auid  state  funds  to 
help  support  the  ongoing  effort  to  ensure  quality  health  services 
for  the  xinserved  and  underserved  people  of  this  state.  This  is  a 
challenging  task  in  view  of  the  years  of  limited  or  restricted 
fvinding.  The  federally  funded  programs  operating  under  329,  330, 
and  340  federal  grants  have  been,  in  fact,  the  leaders  in  the 
development  of  coordinated  care  activities,  although  we  have  not 
taken  the  credit  for  this  effort.  The  array  of  services  and  the 
number  of  clients  served  by  these  programs  is  dramatic :  the 
services  include  direct  medical  care  which  may  be  rendered  by 
individuals  in  solo  practice  settings  or  teams  of  physicians, 
physicicui  assistcuits,  nurse  practitioners;  diagnostic  laboratory 
and  radiologic  services,  dental  services,  pharmaceutical  services, 
preventative  health  care  and  case  management .  These  providers  have 
an  estimated  patient  base  in  New  Mexico  of  over  110,000  with  a 
visit  total  well  over  300,000  per  year.  In  addition  to  these  core 
services,  Presbyterian  Mfedical  Services  has  committed  to  the 
development  of  an  extensive  integrated  service  system  and  has  added 
services  such  as  mental  health,  substance  abuse,  home  care, 
hospice,  horaemaker,  psychosocial  rehabilitation  programs,  supported 
living  arrangements,  and  supported  employment  programs  to  name  a 
few.  This  further  supports  the  contention  that  we  clearly 
understand  the  need  for  a  continuum  of  care  which  clLIows  access,  at 
any  point,  and  focuses  on  client  centered  services  with  effective 
cost  management  without  compromise  to  quality. 

The  real  challenge  to  providers  such  as  PMS,  who  have  been  in  the 
trenches  working  diligently  eind  prudently,  is  to  remain  viable 
through  these  changing  times .  We  believe  we  have  the  expertise  and 
the  experience  to  render  the  necessary  services  to  those  who  would 
otherwise  be  limited  to  their  access  to  the  system  of  care.  In 
recent  years  many  private  practitioners  would  not  accept  Medicaid 
amd  in  some  cases  Medicaxe  patients,  due  to  limited  reimbursement 


185 

and/or  excessive  paperwork  and  delays  in  receiving  payment:  for  the 
services;  yet  Community  Health  Centers  continued  to  serve  these 
clients  as  well  as  a  significant  number  of  New  Mexico  residents  who 
are  the  working  poor  and  ineligible  for  public  assistance.  We  have 
served  them  well  amd  persevered  through  difficult  times  advocating 
for  their  well-being.  Thus,  changes  such  as  block  grsints  for 
Medicaid  services  need  careful  consideration  and  study  to  determine 
Che  intact  on  this  system. 

Certainly  from  our  view  there  is  a  point  that  if  change  is  going  to 
occur,  we  must  rise  to  the  occasion  and  be  key  players  in  the 
development  of  a  success  strategy,  actively  participating  in  the 
process.  It  is  therefore  our  intent  to  provide  you  with  comments, 
recommendations,  and  concerns,  but  when  the  dust  settles,  I  can 
assure  you  that  we  will  still  be  there  on  the  front  line,  serving 
the  people  --  advocating  for  quality  health  care  for  the  poor  and 
underserved  --  and  doing  the  work,  we  have  done  for  years i 

The  issue  of  empowering  states  to  develop  and  structiire  the  health 
delivery  system  and  providing  the  funds  directly  to  them  for  this 
purpose,  in  cuid  of  itself  seems  reasonable  and  an  effective  means 
to  eliminate  one  middle  man  cind  ensure  that  unique  needs  can  be 
addressed  without  pleading  the  case  to  those  unfamiliar  with  the 
state.  However,  the  power  also  brings  great  responsibility  for 
efficient  management  and  acknowledgement  of  the  risk  to  the 
existing  structures  that  could  be  irrevocably  damaged  in  the  early 
stages . 

The  fact  that  the  Medicaid  block  grant  fund  for  New  Mexico  would  be 
well  over  $700  million  necessitates  a  well -developed  infrastructure 
to  handle  this  activity.  In  reviewing  what  occurred  in  other 
states  as  they  implemented  Medicaid  managed  care  activities,  it 
becomes  increasingly  apparent  tliat  many  mistaikes  can  be  made  as  the 
projects  go  through  the  initial  stages  of  implementation,  and  the 
chaos  that  results  negatively  impacts  the  total  system  for  years . 
In  this  state  there  has  been  a  trend  that  when  new  activities  are 
initiated  the  old  way  of  doing  business  does  not  necessarily  get 
put  aside,  and  the  result  is  an  enormous  growth  in  the  number  of 
state  employees  overseeing  projects.  It  is  not  unusual  to  see  new 
funding  add  cin  additional  20-30%  administration  cost  to  the  project 
which  typically  results  in  a  decrease  of  funds  available  for  direct 
service  payments.  It  would  be  our  hope  that  the  management  of 
these  funds  be  established  in  such  a  manner  that  there  is 
replacement  of  staff,  not  an.  addition.  There  have  also  been  times 
when  state  staff  begin  to  micro-manage  the  programs  to  the  extent 
that  they  set  all  direction  and  the  locally  directed  program  loses 
the  ability  to  msuiage  and  operate  efficiently.  It  would  be 
critical  that  the  state  leaders  access  provider  input  for  the 
design  of  the  management  of  block  grauits  to  assure  that  the 
programs  do  not  become  state  owned  and  state  run. 

In  following  this  same  trend,  the  matter  of  how  payments  actually 
get  made  to  providers  in  the  state  must  be  addressed.  The  state 
has  a  system  by  which  costs  cannot  be  reimbursed  until  proof  of 
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expenditure  or  service  prcyviaion  is  documented.  This  would 
severely  impact  smaller  providers,  who  under  current  federal  grants 
can  draw  down  the  ftinds  on  a  regular  basis  to  have  cash  available 
to  pay  for  the  costs  as  they  are  incurred.  A  chance  of  this 
magnitude  on  the  state  level  and  the  decision  to  "do  business  in  a 
different  way"  appears  to  be  one  that  would  take  considerable  time 
to  address . 

The  next  concern  lies  with  -the  risk  of  funding  priorities  or 
funding  methodologies  changing  with  administration  changes.  In 
other  words,  we  would  worry  that  personalities  could  impact  which 
agencies,  groups  or  individuals  receive  the  money  in  such  a  manner 
that  the  locaa  projects  are  "lost"  or  financially  damaged  to  the 
extent  that  they  cannot  survive.  It  is  critical  that  the  New 
Mexico  delivery  system  be  studied  in  respect  to  this  element .  Many 
agencies  are  not  just  serving  rural  connnunities  --  they  are  serving 
frontier  areas .  Frontier  is  defined  as  those  areas  having  less 
than  7  people  per  square  mile.  The  management  of  a  practice  site 
in  these  types  of  communities  are  fragile;  the  loss  of  any  revenue 
can  restilt  in  the  inability  to  maintain  the  commitment  to  a 
physician  for  payment  of  an  equitable  salary  or  to  fund  a  full-time 
position.  The  loss  of  a  provider  in  these  sites  may  mean  years  of 
futile  recruitment  effort  and  the  loss  of  services .  There  is  a 
great  challenge  that  each  community  health  center  undertook  in 
these  communities  and  that  is  to  match  the  needs  with  the  available 
resources;  any  change  in  the  balance  can  and  will  iir^jact  the 
system. 

The  greatest  value  in  the  community  health  center  movement  has  been 
the  input  from  the  community.  Boards  of  directors  and  local 
advisory  councils  are  a  key  element  in  the  functionality  of  these 
operations.  There  is  grave  concern  that  block  grant  activities  may 
ultimately  overlook  this  vital  con^ionent  of  the  health  care  system. 
As  indicated  earlier,  changes  in  funding  priorities  could  impact 
how  local  guidance  is  structured  and  obtained. 

The  last  issue  I  bring  to  your  attention  has  to  do  with  the 
extraordinary  challenges  New  Mexico  will  have  as  it  moves  toward 
the  development  of  a  managed  caire  system  for  Medicaid  clients .  The 
state  population  in  total  is  approximately  1.5  million  with  one 
large  xirban  aiea  of  aibout  600,000  and  a  handful  of  other 
communities  that  range  between  50,000  to  90,000.  Thus,  the  areas 
of  population  concentration  needed  to  make  a  managed  care  activity 
workable  is  at  best  on  the  low  side.  We  have  clinic  sites  where 
the  total  county  population  is  only  2,200  with  less  than  10%  on 
Medicaid;  these  areas  are  not  going  to  "fit"  into  the  managed  care 
business  plan.  It  is  possible  that  large  organizations  will  try  to 
propose  serving  the  state  from  the  large  service  areas,  but 
experience  has  shown  us  that  this  is  not  a  long  term  solution  and 
as  soon  as  it  is  recognized  that  the  service  is  not  profitable,  the 
commitment  disappears  or  is  severely  reduced.  There  is  also  a 
serious  concern  about  how  this  state  under  this  scenario  will 
continue  to  support  the  high  cost  of  care  to  the  high  risk 
populations.  As  an  example,  we  have  worked  diligently  with  Senator 
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Domenici  in  the  past  on  services  to  the  mentally  ill .  The  Severely 
Disabled  Mentally  111  clients  are  in  great  need  of  well- 
coordinated,  consistent  services;  there  are  no  miracle  cures  and 
the  services  which  often  necessitate  costly  and  immediate 
interventions  must  be  available  on  a  long  time  basis.  PMS  has  been 
a  provider  under  the  "Mental  Heailth  in  the  90' s"  program,  a  managed 
care  system  funded  by  the  DOH-Mental  Health  Division  for  two  years  ,- 
this  has  given  us  more  experience  in  the  field  and  has  reinforced 
that  access  to  an  array  of  services,  coordinated  by  a  single 
provider  can  improve  and  enhance  the  quality  of  life.  However,  it 
is  also  apparent  that  the  cost  of  these  services  is  high  and  thus 
will  require  a  commitment  to  a  funding  level  that  exceeds  the  norm. 
It  is  a  known,  fact  that  patients  with  chronic  illnesses  are  not  the 
"wanted"  patient  in  the  managed  care  system  and  all  effort  will  be 
made  to  avoid  them  if  possible.  The  mentally  ill  often  find 
themselves  with  restrictions  on  the  number  of  services  they  can 
utilize  and  payments  for  high  cost  prescriptions.  This  group  is 
only  one;  we  currently  seirve  many  patients  with  chronic  diseases  or 
conditions  that  may  impact  their  access  to  needed  services,  but 
this  in  and  of  itself  is  an  entire  topic  for  discussion  as  it 
becomes  the  basis  for  "what  are  the  basic  services  that  we  believe 
people  need  and  how  do  we  address  the  issues  of  --  if  you  need 
more,  you  must  pay  or  go  without." 

In  conclusion,  it  is  critical  that  the  decisions  regarding  cost 
containment  measures,  including  block  grants,  be  weighed  to 
determine  erqsected  outcomes  and  capacity  of  the  entities  accepting 
responsibility  for  the  management .  If  the  decision  is  then  made  to 
move  forward,  organizations  such  as  Presbyterian  Medical  Services 
will  join  in  the  effort  to  create  success.  We  ask  only  that  we  be 
considered  essential  providers  in  this  delivery  system  and  have  a 
voice  in  the  design  of  a  workable  system.  I  appreciate  your 
attention  and  again  thank  Senator  Domenici  and  his  staff  for  the 
opportunity  to  speak  on  this  matter.  We  look  forward  to  worJcing 
with  you  to  improve  the  health  care  delivery  system  in  this  state. 

Chairman  Domenici.  Former  Secretary  Richard  Heim. 

STATEMENT  OF  RICHARD  W.  HEIM,  EXECUTIVE  DIRECTOR, 
NEW  MEXICO  PRIMARY  CARE  ASSOCIATION 

Mr.  Heim.  Mr.  Chairman,  welcome  Senators  Abraham  and  Frist. 
It  is  good  to  have  you  in  New  Mexico. 

The  advantages  of  being  the  anchor-person  is  that  much  of  what 
is  in  my  written  testimony  has  already  been  addressed  and  I  will 
limit  my  remarks  to,  several  key  points. 

But  first  of  all,  I  do  want  to  stress  that  America's  primary  hegdth 
care  centers  are  local,  not-for-profit  community,  migreint  Euid  home- 
less health  centers,  as  well  as  urban  Indian  and  tribal  health  cen- 
ters, and  other  federally-qualified  community-based  health  centers. 

They  provide  quality,  comprehensive,  and  preventive  health  serv- 
ices to  residents  of  underserved  communities.  There  are  2,200  such 
local  center  sites  in  the  United  States  serving  8.8  million  people  in 
all  50  States. 

Mr.  Chairman,  over  the  past  several  years,  numerous  bills  have 
been  introduced  in  the  Congress  to  reform  our  National  Health 
Care  System  and  to  provide  universal  coverage.  While  that  debate 
was  going  on,  and  long  before,  our  Nation's  community  health  cen- 
ters have  been  providing  the  financial,  geographical,  and  cultural 
access  to  quality  primary  health  services  for  people  in  all  50  States. 
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Mr.  Chairman,  we  acknowledge  with  gratitude  your  interest  in 
and  your  articulated  and  demonstrated  support  of  these  essential 
players  in  our  fragmented  health  delivery  system. 

Judy  Enright's  organization  is  a  member  of  the  New  Mexico  Pri- 
mary Care  Association,  and  she  outlined,  I  think  very  well,  what 
is  going  on  in  the  State  of  New  Mexico,  so  I  do  want  to  address 
the  impact  I  think  that  block  grants  may  have  both  on  medicaid 
and  on  the  primary  care  centers  in  the  State  of  New  Mexico. 

According  to  statements  of  Members  of  Congress,  including  you, 
Mr.  Chairman,  Federal  medicaid  funds  would  be  capped  to  yield 
savings  over  the  next  5  years  of  75  to  100  billion  or  more.  The  Fed- 
eral ceiling  would  be  maintained  by  changing  the  current  open- 
ended  programs  to  a  block  grant. 

Based  on  a  recent  study  commissioned  by  the  Kaiser  Commission 
on  the  future  of  medicaid,  which  assumes  a  5  percent  cap  on  the 
growth  of  Federal  medicaid  expenditures  based  on  the  1995  fiscal 
year  expenditures.  Federal  spending  would  decline  by  20  percent  in 
the  year  2000.  I  realize  that  nothing  specific  has  been  proposed  as 
yet;  certainly  not  in  the  Senate,  I  don't  believe  in  the  House  as 
well. 

However,  the  effect  on  individual  States  would  range  from  a  2.7 
percent  reduction  on  the  low  end  to  a  27  percent  on  the  high  end. 
The  study  found  that  the  greatest  impact  would  be  for  States  in  the 
South  and  Mountain  regions. 

For  New  Mexico,  the  Kaiser  Commission  study  estimates  the  fol- 
lowing impact — and  mind  you,  these  are  projections  based  on  exist- 
ing spending.  It  says,  between  1996  and  2000,  New  Mexico  would 
lose  $687  million  in  Federal  matching  funds.  In  the  year  2000,  a 
5  percent  annual  growth  cap  would  cause  a  24.7  percent  drop  in 
Federal  medicaid  expenditures  in  New  Mexico. 

If  New  Mexico  tried  to  offset  Federal  medicaid  reductions  with 
State  funds,  cumulative  State  medicaid  expenditures  would  rise 
49.2  percent  between  1996  and  2000.  In  2000,  State  expenditures 
would  have  to  rise  69.6  percent  from  $337  to  $571  million  to  offset 
losses  in  Federal  funds. 

Also  according  to  the  Kaiser  Commission,  New  Mexico  would  be 
one  of  the  five  worst  losers  under  a  uniform  block  grant  cap  even 
though  it  has  the  second  lowest  rate  of  per  capita  medicaid  expend- 
iture growth  in  the  Nation,  and  has  very  low  disproportionate 
share  hospital  payment  levels,  which  had  been  pointed  out  by 
Bruce  Weydemeyer  and  by  Bill  Johnson. 

Chairman  DOMENICI.  It  would  not  be  fair  to  say,  however,  that 
that  study  assumes  that  whatever  New  Mexico's  projected  Medicaid 
Program  was,  he  is  just  using  that. 

Mr.  Heim.  That  is  right.  That  is  using  what  presently  exists  if 
nothing  changes. 

Chairman  DOMENICI.  So  the  point  is,  one  would  have  to  add  that 
one  cannot  be  assured  that  that  program  would  h^ve  been  fiinded 
at  that  level,  even  without  this  block  grant  proposal.  As  we  have 
indicated,  it  is  doubling  every  6  years.  I  don't  know  if  we  would  be 
paying  that  amount.  So  as  long  as  we  understand  that,  I  under- 
stand his  numbers. 

Mr.  Heim.  That  is  right,  and  you  mentioned  what  the  qualifica- 
tions of  using  his  numbers  are. 
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But  again,  using  the  Kaiser  Commission  on  the  future  of  medic- 
aid assumptions,  if  a  24.7  percent  reduction  in  Federal  fund",  pro- 
jected for  year  2000  was  applied  across  the  board  in  New  Mexico, 
the  primary  care  health  centers  would  have  lost  $1.3  million  in  the 
year  1993,  the  last  year  we  had  full  figures  for. 

New  Mexico's  health  centers  would  have  served  5,100  fewer 
users  in  that  year,  more  than  the  number  of  users  served  by  five 
of  the  State's  federally-assisted  health  center  organizations. 

Unless  the  State  would  make  up  the  difference,  the  State  Medic- 
aid Program  would  have  to  scale  back  current  eligible  populations. 
Such  action  would  further  exacerbate  the  large  number  of  unin- 
sured in  the  State,  and  would  increase  the  demand  for  health  cen- 
ter services.  So  this  is  the  other  side  of  the  coin. 

If  the  shortfall  in  these  centers  were  not  covered  by  the  U.S. 
Public  Health  Service  grants,  the  waiting  time  for  patients  to  be 
served  would  increase.  I  submit,  Mr.  Chairman,  that  most  of  our 
health  centers  do  have  waiting  lists.  Many  more,  unfortunately, 
would  fall  through  the  cracks  and  the  safety  net  our  clinics  pres- 
ently provide. 

Let  me  just  express  a  few  concerns,  Mr.  Chairman.  President 
Clinton,  early  in  his  Administration,  identified  health  and  welfare 
reform  to  be  urgent  priorities.  He  stated  early  on  that  we  could  not 
have  welfare  reform  without  health  reform. 

The  U.S.  House  of  Representatives'  Contract  With  America  listed 
welfare  reform  with  no  mention  of  health  reform.  Is  health  reform 
dead  or  just  dormant?  Will  systemic  reform,  as  proposed  by  Presi- 
dent Clinton  and  many  national  legislators  of  both  parties,  give 
way  to  incremental  reform?  Will  incremental  reform  have  more 
success  in  the  future  than  it  has  over  the  past  30  years? 

Second,  according  to  current  proposals,  base  year  Federal  ex- 
penditures will  be  utilized  to  determine  the  cap  under  medicaid 
block  grants  under  some  of  the  proposals  we  have  heard.  In  the 
late  1980's  and  early  1990's,  many  States  increased  their  Federal 
matching  funds  through  disproportionate  share  payments,  provider 
taxes,  and  provider  contributions. 

Using  total  expenditures  establishing  the  base  will  benefit  States 
that  utilize  these  matched  enhancements,  and  will  penalize  States 
like  New  Mexico  which  did  not.  Will  there  be  any  attempt  to  estab- 
lish a  distributional  formula  which  will  not  negatively  affect  States 
that  chose  not  to  employ  these  creative  and,  in  some  cases,  ques- 
tionable raids  on  the  Federal  treasury? 

And  last,  in  developing  the  growth  factor,  will  any  considerations 
be  given  to  factors  beyond  a  State's  control  such  as  population 
growth,  abnormal  increases  in  high  cost  populations,  or  significant 
downturns  in  a  State's  economy? 

Mr.  Chairman,  the  New  Mexico  Primary  Care  Association  recog- 
nizes that  the  Federal  deficit  must  be  reduced  and  that  all  of  us 
must  be  willing  to  make  sacrifices.  We  commend  you  on  your  posi- 
tion that  there  should  not  be  any  tax  cuts  until  the  deficit  is  under 
control. 

We  do  not  envy  you  or  the  other  Senators  or  Congresspersons  the 
difficult,  sensitive,  and  gut-wrenching  decisions  with  which  you  are 
faced.  We  respectfully  request,  however,  that  the  consequences  of 
the  proposed  actions  be  carefully  analyzed,  especially  as  they  affect 
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our  most  vulnerable  people.  We  wish  you  well  in  your  delibera- 
tions. Thank  you,  Mr.  Chairman. 

Chairman  DOMENICI.  Thank  you  very  much. 

[The  prepared  statement  of  Mr.  Heim  follows:] 

IMPACT  OF  BLOCK  GRANTS  ON  NEW  MEXICO 

U^  Senate  Budget  Committee 

Santa  Fe,  New  Mexico 

April  lAy  1995 

Statement  of  Richard  W.  Heim 

Execotive  Director,  New  Mexico  Primary  Care  AMOciation 

Mr.  Chairman  and  Members  of  the  Committee: 

Thank  you  for  the  opportunity  to  conmient  on  the  impaa  of  block  grants  on  the 
State  of  New  Mexico.  My  name  is  Richard  W.  Heim,  Executive  Director  of  the  New 
Mexico  Primary  Care  Association.  Lnmediately  prior  to  this  appointment  I  served  in  New 
Mexico  Governor  Bruce  King's  administration  as  Secretary  of  Human  Services.  I  have 
been  involved  in  heahh  care  pohcy  and  administration  over  the  past  quarter  coitury  in 
both  the  private  and  public  sectors  including  several  years  as  Natioiul  Medicaid  Director 
in  Iresident  Carter's  administration. 

Li  my  testimony,  Mr.  Chairman,  I  shall  briefly  describe  and  discuss: 

•  Hie  Nations  Primary  Care  Health  Centers 

•  Primary  Care  Health  Centers  in  New  Mexico 

•  Broad  Outline  of  proposed  Medicaid  Block  Grants 

•  Potential  ElSects  of  the  Block  Grant  on  New  Mexico 

•  Potential  Effects  of  the  Block  Grant  on  New  Mexico  Primary  Care  Health 
Centers 

•  Questions  and  Concerns  about  block  grants. 
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THE  NATION'S  PRIMAKY  HEALTH  CARE  CENTERS 

America's  Primaiy  Health  Care  Centers  are  local  not  for  profit  community, 
migrant  and  homeless  health  centers,  as  well  as  Urban  Indian  and  tribal  health  centers  and 
other  federally  qualified  comrmmity-based  health  centers.  They  provide  quality, 
conq)rehensive  and  preventive  health  care  services  to  readents  of  underserved 
communities.  The  2200  local  health  center  sites  serve  8.8  million  people  in  all  50  states. 
Their  goal  is  to  help  communities  and  their  residents  take  re^onsibility  for  their  health. 
They  are  staffed  with  interdiscq)Iinary  teams  of  physicians,  nurses,  dentists,  physician 
assistants,  social  workers  and  other  health  professionals,  and  are  linked  with  other 
providers  for  their  patient's  specialty,  inpatient  and  other  institutional  care  needs.  Their 
programs  have  ensured  the  cost-effective  use  of  pubUc  and  private  resources  in  enabling 
communities  to  meet  local  heahh  needs. 

Health  Centers  care  for  those  who  other  providers  do  not  serve  because  of  their 
high  costs  and  con^lex  health  needs.  They  serve  the  working  poor  and  uninsured  as  well 
as  vulnerable  and  high-risk  popvdations,  such  as  pregnant  women,  migrant  farm  workers, 
the  homeless,  disabled,  fiail  elderly  and  others.  44%  of  patients  are  children.  In  addition 
to  primaiy  anu  preventive  services,  most  centers  also  offer  health  education  and 
promotion,  outreach,  tran^ortation  and  translation  services.  Health  Centers  are 
accessible  to  everyone  regardless  of  ability  to  pay.  However,  those  who  can  afford  to  pay 
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are  charged  on  a  sliding  fee  scale.  Medicare  and  Medicaid  and  other  insurance  are  billed 
for  those  with  coverage. 

Over  the  past  several  years  numerous  bills  have  been  introduced  in  the  Congress  to 
reform  our  national  health  care  system  and  to  provide  universal  coverage.  While  that 
debate  was  going  on,  and  long  before,  our  nation^s  community  health  centers  have  been 
providing  the  financial,  geographical  and  cultural  access  to  quality  primary  health  services 
for  people  in  all  50  states.  Mr.  Chairman,  we  acknowledge  with  gratitude  your  interest  m 
and  your  articulated  and  demonstrated  siq)poit  of  these  essential  players  in  our  fragmented 
health  delivery  system. 

HEALTH  CENTERS  IN  NEW  MEXICO 

Community  based  primary  care  clinics  have  been  providing  health  services  to  New 
Mexicans  for  more  than  25  years.  They  serve  more  than  155,000  patients  annu^'ly  in 
areas  designated  as  medically  underserved  by  both  the  state  and  federal  governments.  The 
clinics  operate  in  areas  with  these  chronic  problems:  high  infant  mortality  rates,  high 
poverty  populations,  a  large  percentage  of  persons  over  65,  low  physicians  to  population 
ratio  (as  low  as  1: 10,000)  and  excessive  distances  to  other  health  care  services.  All  clinics 
accept  Medicaid  and  Medicare  and  utilize  a  sliding  &e  scale  for  low  income  patients. 

Primary  care  clinics  contribute  to  rural  economies  enaployiag  more  than  500 
people  in  60  communities  with  a  combmed  budget  of  $40  milUon. 

The  New  Mexico  Legislature  has  recognized  primary  care  clinics'  essential  role  in 
addressing  the  state's  many  health  care  problems.  The  1994  session  approved 
appropriations  to  fund  10  additional  clinics  in  health  care  shortage  areas.  It  also  approved 
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fimding  to  hire  additional  physicians,  dentists,  nurse  practitioners,  and  phyadan  assistants 
as  well  as  providing  salary  incentives  to  existing  health  care  providers  a\4io,  on  the 
average,  were  earning  only  60%  -  70%  of  their  private  practice  counteq)aits. 
MEDICAID  BLOCK  GRANTS 
In  the  efforts  to  reduce  the  federal  defidt  and  to  achieve  a  balanced  budget  both 
houses  of  Congress  are  focusing  on  controlling  the  growth  of  federal  expenditures  in  the 
Federal/State  Medicaid  program.  Although  no  bills  have  been  introduced  as  yet,  several 
draft  proposals  have  beoi  developed  which  would  replace  Title  XIX  of  the  Social  Security 
Act  with  "a  simplified  program  to  provide  payment  for  health  insurance  or  health  care 
services  to  low-income  individuals  and  famiHes".  As  1  understand  it,  federal  funding 
would  be  capped  at  the  expenditure  level  of  a  federal  fiscal  year  yet  to  be  determined  plus 
a  growth  factor  expected  to  be  lower  than  the  historical  and  curroit  inflation  rate.  The 
maximum  amount  for  each  state  would  be  determined  by  a  formula  not  yet  developed.  As 
a  quid  pro  quo  for  the  federal  cap,  states  would  be  given  broad  flexibility  in  determining 
eligibility,  covered  services,  reimbxu'sement  to  providers  and  systems  to  deliver  services. 
According  to  statements  by  members  of  Congress,  federal  medicaid  fiinds  would  be 
capped  to  yield  savings  over  the  next  five  years  of  $75  to  $100  billion  or  more.  The 
federal  ceiling  would  be  maintained  by  changing  the  current  open-ended  programs  to  a 
block  grant. 

POTENTIAL  EFFECT  OF  MEDICAID  BLOCK  GRANT  ON  NEW  MEXICO 
Based  on  a  recent  study  commissioned  by  the  Kaiser  Commi'tsinn  on  the  Future  of 
Medicaid  which  assumes  a  5%  cap  on  the  growth  of  federal  medicaid  expenditures  based 
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on  the  199S  FY  expenditures,  fi:de3ral  spending  would  decline  by  20. 1%  in  the  year  2000. 
However,  the  effect  on  individual  states  would  range  from  a  2.7%  reduction  on  the  low 
end  to  27%  on  the  hi^  end.  The  study  found  that  the  greatest  intact  would  be  for  states 
in  the  south  and  mountain  regions. 

For  New  Mexico,  the  Kaiser  Commission  study  estimates  the  following  impact: 

•  Between  1996  and  2000,  New  Mexico  would  lose  $687  miUion  in  federal 
matching  funds.  Federal  revenues  would  be  reduced  17.4%  from  $3,943  to 
$3,257  milHon. 

•  In  the  year  2000,  a  5%  annual  growth  cap  would  cause  a  24.7%  drop  in  federal 
medicaid  e^enditures  in  New  Mexico. 

•  If  New  Mexico  tried  to  ofiset  federal  medicaid  reductions  with  state  fimds, 
cumulative  state  medicaid  e}q)aiditures  would  rise  49.2%  b^weoi  1996  and 
2000.  In  2000,  state  expeiditxires  would  have  to  rise  69.6%  from  $337  to 
$571  miUion  to  ofl^t  losses  in  federal  fimds. 

•  New  Mexico  would  be  one  of  the  5  worst  losers  under  a  uniform  block  grant 
cap,  even  though  it  has  the  second  lowest  rate  of  medicaid  e>q)enditure  growth 
in  the  nation  and  has  very  low  di^roportionate  share  hospital  payment  levels. 

POTENTIAL  EfTECT  OF  MEDICAID  BLOCK  GRANTS  ON  NEW  MEXICO 
COMMUNITY  PRIMARY  CARE  CENTERS 
Using  the  assumptions  in  The  Kaiser  Commission  on  the  Future  of  Medicaid,  if  a 
24.7%  reduction  in  federal  fimds  (projected  for  the  year  2000)  was  applied  across  the 
board  in  New  Mexico,  health  centers  would  have  lost  $1.27  milHon  in  1993.  New 
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Mexico's  health  centers  would  have  served  5,100  fewer  users  in  that  year,  more  than  the 
number  of  users  served  by  five  of  the  state's  eleven  federally  assisted  health  center 
organizations. 

Unless  the  state  would  make  up  the  difference  (49.2%  between  1996  and  2000), 
the  state  Medicaid  program  would  have  to  scale  back  current  eUgible  populations.  Such 
action  would  fiuther  exacerbate  the  large  number  of  uninsured  in  the  state  and  would 
increase  the  demand  for  health  center  services.  If  the  short&Ul  to  the  Centers  were  not 
covered  by  increased  U.S.  Public  Health  Seivice  grants,  the  waiting  time  for  patients  to  be 
served  wouid  increase.  Many  more,  unfortunate^  would  &11  through  the  cracks  in  the 
safety  net  our  clinics  presently  provide. 

QUESTIONS  AND  CONCERNS 

1.  President  Clinton  early  in  his  administration  identified  health  and  welfiu'e 
refisrm  to  be  urgent  priorities.  He  stated  early  on  that  we  could  not  have 
welfiu'e  reform  without  health  reform.  The  U.S.  House  of  Representatives' 
majority  ^^ontract  on  America"  listed  welfare  reform  with  no  mention  of 
health  reform.  Is  health  reform  dead  or  just  dormant?  Will  systemic  reform,  as 
proposed  by  President  Clinton  and  many  national  legislators  give  way  to 
incremental  reform?  Will  incremental  reform  have  any  more  success  in  the 
fixture  than  it  has  had  over  the  past  30  years? 

2.  According  to  current  proposals,  base  year  federal  e;q)enditures  wiU  be  utilized 
to  determine  the  cap  under  a  Medicaid  block  grant.  In  the  late  1980's  and 
early  1990's,  many  states  increased  their  federal  matching  fimds  through 
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dispropoitionate  share  hospital  payments,  provider  taxes  and  provider 
contributions.  Using  total  e?q)endittires  in  establishing  the  base  will  benefit 
states  that  utilized  these  match  enhancements  and  will  penalize  states,  like  New 
Mexico,  which  did  not.  Will  there  be  any  atten^t  to  establish  a  distributional 
formula  which  will  not  negative^  affect  states  that  chose  not  to  employ  these 
creative  and,  in  some  cases,  questionable,  raids  on  the  federal  treasury? 
3.    In  developing  the  growth  factor,  will  any  considerations  be  given  to  Actors 
beyond  a  state's  control,  such  as  population  growth,  abnormal  increases  in 
high-cost  populations,  e.g.  frail  elderly,  disabled  etc.,  medicare  boieficiaries 
with  income  below  the  federal  poverty  guidelines,  or  significant  downturns  in  a 
state's  economy. 

CONCLUSION 
Mr.  Chairman,  the  New  Mexico  Primary  Care  Association,  recognizes  that  the 
federal  deficit  imist  be  reduced  and  that  all  of  us  must  be  willing  to  make  sacrifices.  We 
commend  you  on  your  position  that  there  should  not  be  any  tax  cuts  until  the  deficit  is 
under  control  We  do  not  envy  you  the  difficult,  sensitive  and  gut-wrenching  decisions 
with  which  you  are  fiiced.  We  respectfiiUy  request,  however,  that  the  consequences  of  the 
proposed  actions  be  carefiilly  analyzed,  e^ecially  as  they  afifect  our  most  vulnerable 
people.  We  wish  you  well  in  your  deliberations. 

Chairman  DoMENici.  Senator  Frist  has  to  catch  an  airplane,  so 
he  is  going  to  get  the  first  shot,  and  then  if  he  has  to  leave  after 
his  questions,  we  all  understand  that.  I  want  to  thank  his  wife  in 
the  back  of  the  room  for  coming  over  here  to  pick  him  up.  Thank 
you  very  much. 

Senator  Frist.  Thank  you,  Mr.  Chairman. 

Mr.  Weydemeyer,  the  chart  that  you  showed  the  projections  on, 
what  you  projected  if  we  did  not  do  anything,  and  then  under  var- 
ious proposals  that  have  been  proposed,  basically,  giving  you  the 
same  amount  of  money — going  back  to  my  earlier  questions — giving 
you  the  same  amount  of  money  from  the  Federal  Government,  in- 
creasing that  next  year  by  5  percent  to  8  percent,  and  you  have 
that  drawn  out  well,  your  next  statement  was  that  medicaid  should 
not  be  an  entitlement. 
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If  we  are  going  to  give  a  block  grant,  that  an  entitlement,  at 
least,  should  not  be  specified  at  the  Federal  level.  The  bottom  line 
question  goes  back  to  Mr.  Heim's  testimony  a  little  bit  is,  if  we 
were  to  give  you,  no  strings  attached,  the  same  amount  of  money 
as  was  given  say  this  year,  1995 — we  will  use  that  as  the  base 
amount — plus  8  percent,  is  the  infrastructure  in  New  Mexico  suffi- 
ciently developed  where  you  could  give  the  care  that  you  wanted? 

Mr.  Weydemeyer.  Mr.  Chairman  and  Senator  Frist,  barely.  I 
think  as  former  Secretary  Heim  mentioned,  we  do  have  a  fairly 
wide  array  of  community-based  clinics  to  provide  that.  We  have 
very  fragmented  care.  Too  few  practitioners  see  too  many  of  our 
medicaid  patients. 

One  thing,  we  hope,  by  going  to  managed  care  would  be  it  would 
be  able  to  allow  us  to  spread  that  burden  over  much  larger  organi- 
zations, as  other  States  have  done,  and  with  that  we  hope  be  able 
to  bring  in  all  of  the  medicaid  population  over  a  period  of  time 
under  a  more  manageable  system,  which  I  think  would  provide  the 
access. 

We  do  have  reasonably  well-established  HMOs  in  the  Rio  Grande 
corridor.  Also,  we  have  a  primary  care  network  in  place,  physician- 
based  case  management  system  Statewide,  which  provides  some 
additional  help  along  with  the  primary  care  clinics. 

I  think  the  basic  problem  is  pressure  from  the  border  in  the 
southern  part  of  the  State  which  reduces  our  capability  to  do  this, 
and  limited  ability  of  private  practitioners  because  of  a  variety  of 
reasons,  on  fee  schedules,  et  cetera,  to  cover  this  population. 

Senator  FRIST.  Thank  you.  And  one  last  question.  Mr.  Johnson, 
your  testimony  about  medicaid,  and  in  your  testimony,  you  said 
that  medicaid  must  account  for  the  continuation  of  reimbursement 
for  medical  education  costs. 

As  you  know,  medicaid,  at  the  Federal  level,  has  no  real  medical 
education  program,  although  I  assume  that  at  a  teaching  hospital, 
you  obtain  more  reimbursement — I  guess  it  is  not  capitated  here 
yet — than  a  non-teaching  hospital.  Is  that  correct? 

Mr.  Johnson.  That  is  correct.  We  do  receive  payments  for  direct 
and  indirect  medical  education. 

Senator  Frist.  As  we  go  to  a  block  grant  concept,  whether  it  is 
an  extended  waiver  or  a  block  grant  program,  how  would  you  ad- 
vise us  to  write  in — we  do  not  want  strings  attached  at  the  Federal 
level,  yet  it  is  critical  for  the  investment  for  the  future  that  edu- 
cation be  still  addressed. 

In  this  medicaid,  and  we  are  talking  about  restricted  dollars,  how 
would  you  advise  us  to  attach  a  string  or  not  attach  a  string  to 
allow  continued  education  through  the  medicaid  dollars? 

Mr.  Johnson.  Although  my  colleagues  at  the  University  may  not 
agree,  I  would  separate  it  from  the  clinical  care.  I  would  separate 
out  the  educational  component  of  medical  education  out  of  the  de- 
livery of  health  care  and  direct  that  towards  the  educational  insti- 
tutions and  not  through  the  hospitals. 

Senator  Frist.  Thank  you,  Mr.  Chairman. 

Chairman  DoMENici.  Senator  Abraham? 

Senator  ABRAHAM.  Just  a  few  questions.  I  am  sort  of  in  the  same 
time  frame  as  Senator  Frist,  although  if  he  has  to  go,  maybe  we 
should  let  him  get  out  of  here. 
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Chairman  DOMENICI.  He  is  finished. 

Senator  Abraham.  I  just  want  to  follow  up  there.  We  have  been 
dealing  with  or  are  in  the  process  of  reauthorization  of  the  public 
health  reauthorization,  the  Public  Health  Act. 

In  dealing  with  money  for  medical  studies  and  medical  edu- 
cation, one  of  the  things  we  have  tried  to  do,  in  this  sort  of  similar 
notion,  is  to  block  grant  those  dollars  and  to  eliminate  some  of  the 
individual  set-asides  for  specific  areas  of  training  that  have  histori- 
cally, in  recent  years,  I  guess,  marked  the  way  those  dollars  were 
made  available. 

Do  you  think  that  approach,  will  that  help  to  deal  with  the  prob- 
lem you  addressed  or  raise,  insofar  as  adequate  numbers  of  people 
in  family  care  and  primary  care,  by  giving  that  kind  of  flexibility 
through  some  type  of  a  block  grant  of  those  education  dollars? 

Mr.  Johnson.  Yes;  I  believe  that  flexibility  would  be  given  to 
move  toward  primary  care  and  pediatric  care. 

Senator  Abraham.  The  kind  of  ratio  that  you  were  talking  about? 

Mr.  Johnson.  The  ratio  is  very  difficult  to  change,  as  you  can 
well  imagine,  even  at  a  school  which  is  renowned  for  its  primary 
care  orientation.  We  still  have  not  made  that  50-50  split.  So  I  do 
think  that  that  kind  of  a  stimulus  and  initiative  would  be  worth- 
while. 

Senator  Abraham.  Good,  because  that  is  one  of  the  things  we  are 
trying  to  do,  is  a  way  to  address  these  problems  if  we  are  trjring 
to  move  more  people  into  the  managed  care  types  of  programs. 
How  do  you  have  a  sufficient  number  of  physicians  and  medical 
personnel  to  address  it? 

My  sense  from  our  hearings  was  that  that  would  be  effective,  but 
I  am  curious  as  to  how  to  would  affect  a  State  which  has  such 
needs  as  yours.  Let  me  just.  Secretary  Valdez  and  Mr. 
Weydemever,  sort  of  ask  a  similar  question,  maybe  the  same  ques- 
tion a  little  different  way  than  Senator  Frist  did. 

We  had  listened  in  other  hearings  of  the  Budget  Committee  to 
people  from  States  where  they  have  moved  quite  a  ways  down  the 
road  in  the  managed  care  area,  particularly  the  State  of  Wisconsin 
which  has  a  very  elaborate  system.  Probably  you  all  exchange  in- 
formation so  you  probably  know  more  than  I  do  how  they  have 
done  it. 

If  you  had  the  sort  of  time  you  need  to  move  in  the  direction  of 
managed  care,  what  types  of  cost  savings  in  this  area  do  you  think 
you  could  bring  about  in  terms  of  medicaid  costs?  They  have  talked 
in  terms  of  being  able  to  reduce  their  medicaid  expenditure  growth 
by  as  much  as  33  to  50  percent. 

We  have  had  similar  kinds  of  experiences  in  Michigan  or  believe 
we  could  get  to  that  kind  of  level  if  we  had  the  sort  of  flexibility 
that  everybody  has  been  talking  about  in  the  block  grant  context. 

Do  you  feel  you  would  be  able  to  achieve  that  over  a  time  frame 
and  if  so,  what  type  of  time  frame  would  it  take? 

Mr.  Weydemeyer.  Mr.  Chairman  and  Mr.  Abraham,  I  do  not 
know  that  New  Mexico  would  ever  see  30  to  50  percent.  I  am 
aware  of  this  in  other  States.  There  are  a  couple  things  in  mind, 
particularly  with  Wisconsin.  They  have,  one,  a  much  higher  per 
capita  income  in  the  State,  so  you  do  not  have  the  levels  of  poverty 
and  the  number  of  individuals  that  need  those  services,  and  the 
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lack  of  services  that  you  may  see  in  the  infrastructure  in  New  Mex- 
ico. 

Also,  they  have  got  a  long  tradition  of  some  of  at  least  15  to  20 
years  medicaid,  a  very  sophisticated  HMO  System.  Here  we  know 
that  we  have  seen  from  5  to  10  percent  reductions  in  costs  simply 
with  our  primary  care  case  management  system. 

We  would  expect  some  additional  ones  through  a  more  aggressive 
managed  care  component.  We  would  expect,  even  to  have  it  up  in 
the  Rio  Grande  corridor — Albuquerque,  Santa  Fe  and  Las  Cruces — 
perhaps  1  year  to  IV2  years  to  have  that  in  place  with  the  existing 
mature  HMOs  in  place. 

Other  areas  of  the  State  are  much  farther  down  the  road.  We  do 
have  the  rural  health  clinic,  federally-qualified  health  clinic,  but 
again,  I  do  not  see  that  there  would  be  great  savings  from  that 
simply  because  of  the  very  large  number  of  uninsured  in  the  State 
that  do  not  have  access  to  care  now. 

So  I  do  not  think  we  have  the  level  of  what  I  would  call  mature 
health  care  in  this  State  that  you  may  have  in  the  upper  Midwest. 
There  simply  is  not  the  insurance  or  the  level  of  income  to  buy  it. 

Senator  ABRAHAM.  The  last  question  I  have  is  for  Mr.  Heim.  I 
was  just,  in  hearing  your  comments  on  the  Kaiser  study,  obviously, 
our  goal  is  not  to  look  at  these  things  strictly  in  the  context  of  dol- 
lar projections  because  theoretically,  we  are  setting  off  against  re- 
ductions in  the  growth  of  these  programs,  the  flexibility  that  the 
block  grant  theoretically  should  have,  or  some  of  us  would  like  to 
have. 

Have  you  or  has  any  other  organization  said,  "OK,  if  you  use 
pure  dollars,  this  is  what  we  are  talking  about  in  reiluctions  and 
growth"?  What  about  the  other  side  of  that  coin?  Have  you  con- 
templated how,  even  though  you  did  not  have  this  much  money, 
what  the  ability  to  move  in  these  directions  of  managed  care  would 
provide  in  terms  of  offset?  Has  that  been  conducted  here  as  far  as 
New  Mexico  is  concerned,  or  is  the  study  just  kind  of  limited  to 
that  one  calculus  subject  of  dollars  based  on  baseline  projections? 

Mr.  Heim.  Mr.  Chairman  and  Senator  Abraham,  I  was  just  using 
that  for  illustrative  purposes  only.  It  was  a  study  that  has  just 
been  published,  and  I  do  not  attest  to  the  validity  of  the  study.  The 
people  that  are  doing  it  are  well-respected  and  I  think  this  is  using 
pure  dollars. 

Now,  obviously,  if  the  States  were  given  the  flexibility  that  I 
think  the  States  would  like  to  have,  there  is  more  that  the  States 
could  do,  and  so  that  the  gross  dollars  would  become  less  impor- 
tant. But  I  think  my  main  concern  is  the  inequity  of  how  the  block 
grants  may  be  brought  about,  and  it  is  something  I  have  talked 
about  with  Senator  Domenici  earlier. 

I  realize  it  is  very,  very  difficult.  The  easiest  way  is  just  use  a 
base  year  and  say  all  the  expenditures  in  that  year  would  be  there. 
Well,  I  think  as  I  testified,  and  the  Kaiser  study  found  out.  New 
Mexico  is  one  of  the  five  States  that  would  be  worse  hit  by  that. 

So  my  opposition  to  block  grants  or  my  comments  could  be  inter- 
preted as  opposition  is  not  the  block  grants  per  se,  but  how  they 
would  be  implemented.  I  think  as  the  Chairman  has  indicated 

Chairman  DOMENICI.  How  we  decide  New  Mexico's  initial  level 
of  funding,  how  we  decided  where  we  got  that  number. 
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Mr.  Heim.  That  is  correct. 

Senator  Abraham.  That  is  all  right.  I  just  wondered.  I  also  have 
to  leave.  I  would  like  to  thank  you,  Mr.  Chairman,  and  thank  ev- 
erybody for  your  interest  here.  It  helps  us  a  lot  as  we  try  to  come 
to  some  resolution  on  very  tough  questions.  Thank  you  for  the  hos- 
pitality, I  appreciate  it. 

Chairman  DOMENICI.  Thank  you.  Let  me  just  indicate,  so  we  put 
a  little  perspective  on  it,  if  we  went  to  an  8  percent  growth  in  medi- 
care for  1996  and  then  7  percent  and  then  6  percent  and  then  5 
percent  and  then  4  percent,  and  we  used  current  baseline  as  the 
1995  expenditure,  which  you  may  not  want  to  do,  I  think  everybody 
should  know  that  the  program  would  grow  from  $543  million  in 
Federal  dollars  to  $726  million. 

So  it  is  not  like  it  is  getting  cut;  it  is  growing  about  40  percent, 
between  35  and  40  percent.  There  are  two  big  questions  for  us. 
Both  have  been  asked  and  both  have  been  addressed. 

One,  what  do  we  get  as  a  baseline?  Where  do  we  start  this  pro- 
gram? I  think  it  is  obvious.  I  am  going  to  use  the  most  decent 
sounding  of  the  words.  We  have  not  harvested  medicaid  as  much 
as  some  other  States.  Now,  essentially,  I  want  you  to  know  that 
some  of  us  have  gone  to  the  floor  and  called  some  of  the  harvesting 
cheating,  but  we  never  won,  especially  the  one  where  the  State  of 
California,  there  was  some  kind  of  inverted  tax.  They  taxed  them- 
selves or  how  did  they  do  that  one?  Do  you  remember  that?  Rebat- 
ing tax  of  some  sort.  It  never  actually  occurred. 

New  Mexico  did  not  do  very  much  of  that.  So  in  a  sense,  we  start 
with  a  baseline  that  is  pretty  low,  especially  if  we  had  some  desire 
or  ambition  to  expand  the  program.  The  one  that  glares  at  us  right 
up  front  is  the  one  that  we  talk  about  on  children,  where  New  Mex- 
ico has  finally  decided  to  broaden  the  scope  of  coverage  for  chil- 
dren, and  that  is  not  in  these  numbers  yet. 

So  we  have  got  to  work  on  that  back  there.  You  understand  that 
that  will  not  be  in  the  Budget  Committee  resolution.  It  will  be  a 
big  dollar  number  and  we  have  to  go  to  the  Finance  Committee  of 
the  Senate  and  beat  up  on  them  to,  of  course,  take  this  into  consid- 
eration. 

My  question  to  both  you,  Mr.  Weydemeyer,  and  Alex,  and  any- 
body else  who  wants  to  comment,  how  would  you  feel  about  a  block 
grant  in  medicaid  that  cut  all  strings  to  the  State  with  one  excep- 
tion: We  would  require  that  you  make  poor  children  eligible,  and 
you  define  poor  children  as  you  would  like.  On  the  other  hand,  you 
probably  already  have  a  definition. 

But  let  me  just  repeat  it.  All  strings  are  gone.  The  only  mandate 
in  it  would  be  that  you  must  cover  children,  poor  children.  The 
State  would  have  complete  flexibility  in  designing  a  benefit  pack- 
age, financing  a  structure,  payment  rates  to  providers,  eligibility 
beyond  the  poor  children. 

I  would  like  you  to  address  that  in  terms  of,  are  we  ready  for  it, 
and  how  would  it  affect  our  State.  Before  you  answer,  let  me  state, 
I  am  assuming  that  a  lot  of  the  media  people  here  and  a  lot  of  you 
in  the  audience  are  familiar  with  the  fact  that  both  medicare  and 
medicaid,  at  least  as  they  are  applied  in  the  State  of  New  Mexico, 
are  very  rigid  programs  in  terms  of  how  the  service  is  delivered. 
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In  both  cases,  they  are  fighting  a  tide.  The  tide  is  away  from  fee 
for  service  programs  and  a  movement  toward  HMOs  or  managed 
competition.  These  two  programs  stand  as  a  bulwark  against  that 
with  a  slight  entry  into  the  field  on  the  part  of  medicaid. 

The  United  States  Federal  Government  is  weaving  its  way 
through  this  with  particular  waivers.  Instead  of  us  changing  the 
program,  States  are  taking  a  couple  of  years  to  apply  for  a  waiver 
to  deliver  the  health  care  in  a  little  different  way. 

Obviously,  the  proposals  we  are  talking  about  would  not  require 
waivers  because  in  a  sense,  there  would  no  longer  be  a  mandate 
on  how  you  deliver  the  service.  So  one  thing,  for  instance,  as  you 
design  a  program  for  medicaid,  it  is  entirely  possible  that  you 
would  put  some  of  it  out  to  insurance. 

People  think  you  build  full  department  with  all  the  people  man- 
aging everything.  It  may  be  that  a  portion  of  the  population  cov- 
ered by  medicaid  would  be  insurable  and  the  State  would  just  use 
the  money  in  the  program  to  pay  for  insurance  policies  and  people 
would  have  the  same  HMO  that  others  have  in  Albuquerque  or 
managed  competition. 

But  the  fact  remains  that  infrastructure,  are  we  able  to  deliver 
it,  is  a  great  question;  and  what  would  you  think  about  a  block 
grant  that  said  the  only  string  is  you  must  cover  poor  children. 

Mr.  Valdez.  Senator,  if  the  Federal  Government  were  to  basi- 
cally mandate  coverage  of  poor  children,  from  the  Department  of 
Health  perspective,  we  would  be  fine  with  that  mandate.  We  would 
need  to  enter  into  a  dialogue,  however,  with  the  Federal  Govern- 
ment so  that  there  is  an  understanding  that  when  we  are  speaking 
of  health  care  to  poor  children,  we  are  also  speaking  about  a  lot 
of  different  types  of  services,  not  strictly  directly  related  to  health 
care. 

For  instance,  we  will  be  in  the  area  of  a  lot  of  psycho-social 
needs. 

Chairman  DOMENICI.  Let  me  just  tell  you,  I  do  not  think  we  are 
understanding  each  other.  When  you  say  you  think  New  Mexico 
could  live  with  this,  with  this  mandate,  the  point  of  it  is  that  this 
is  the  most  flexible  grant  you  will  ever  get. 

Nobody  has  proposed  this  yet;  it  is  just  a  dream.  The  only  thing 
we  would  tell  you  is  you  must  take  care  of  poor  children.  Now,  if 
you  want  to  add  more  to  poor  children  than  health  care  that  you 
are  hypothesizing,  then  you  do  that,  that  is  fine. 

It  is  just  that  you  do  not  have  enough  money  for  something  else. 
So  that  is  the  nature  of  the  block  grant.  But  I  want  you  to  know, 
Alex,  this  is  really  not  any  rigidity  we  are  building  in.  In  fact,  as 
we  talk,  somebody  mentioned  to  me  just  yesterday  that  you  should 
not  just  have  poor  children;  you  ought  to  have  pregnant  women. 
That  is  right,  we  could  add  that  to  my  dream. 

Let  us  just  say  pregnant  women  and  poor  children  must  be  cov- 
ered. The  rest  is  up  to  you. 

Bruce,  you  look  at  the  structure  in  the  programs,  what  do  you 
think  about  that? 

Mr.  Weydemeyer.  Mr.  Chairman,  I  could  support  a  grant  if  we 
could  be  guaranteed  that,  in  fact,  each  year  there  was  not  further 
definition  for  service  and  poor  children  to  say,  well,  under  185  per- 
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cent  of  the  Federal  poverty  level,  or  all  services  for  poor  children, 
including  psycho-social  rehabilitation  and  other  things. 

Chairman  DOMENICI.  OK. 

Mr.  Weydemeyer.  That  may  be  desirable,  necessary  in  order  to 
do  this,  the  State  has  to  have  the  ability  to  say  based  on  the  avail- 
able money,  irrespective  of  that  mandate.  It  is  inconceivable  that 
this  State  would  not  make  a  priority  of  covering  as  broad  a  base 
of  services  as  possible  for  kids  and  pregnant  women.  I  think  that 
is  clearly  what  the  Executive  for  several  Administrations  has  done 
here. 

So  I  think  that  is  clear,  but  again,  we  would  have  to  have  that 
ability  to  understand.  If  a  downturn  in  the  economy  and  the  Fed- 
eral funds  were  not  adjusted,  then  instead  of  covering  at  185  per- 
cent, for  the  following  2  years,  we  might  have  to  drop  back  to  150 
percent. 

No  one  may  want  to  do  that,  but  if  Congress  says  you  cannot  re- 
duce the  level  at  which  you  provided  the  original  benefit,  as  is  the 
case  now  where  many  of  the  programs  do  it. 

Again,  it  is  the  ability  to  have  a  real  contract  with  the  Federal 
Government  to  say  this  money  will  be  available  under  these  condi- 
tions. 

Second,  we  have  to  have  some  time  because  not  only  would  the 
legislature  and  the  Executive  need  the  ability  to  structure  how  the 
programs  may  be  done,  health  care  is  exceedingly  complicated.  It 
is  a  mirror  of  the  big  business,  which  it  is,  and  with  all  due  respect 
to  the  prior  panel,  I  do  not  think  we  can  make  the  delivery  of 
health  care,  medicaid  or  others,  significantly  less  complicated  in 
terms  of  reimbursement. 

When  you  look  at  the  tax  code,  when  you  look  at  the  corporate 
structure  of  the  organizations,  most  higher  State  and  multinational 
organizations  that  provide  the  health  care  in  this  State,  I  do  not 
think  it  is  going  to  be  simple. 

The  State  needs  the  ability  to  replace  Federal  rules,  if  you  like, 
with  some  kind  of  State  guidance,  and  I  think  it  would  be  at  a  min- 
imum, I  think,  at  least  a  year  of  front  time  to  put  such  a  thing  in 
place. 

But  I  would  wholeheartedly  support  the  ability  to  have  a  block 
grant  that  did  not  look  like  what  we  have  just  seen  come  out  of 
the  House  in  terms  of  welfare  reform.  You  have  just  traded  one  ide- 
ological position  for  a  second  with  all  the  burdens  remaining  with 
the  States. 

Chairman  DoMENici.  So  everybody  should  know  that  we  have 
not  answered  question  raised,  but  the  one  that  keeps  coming  up 
should  be  answered,  with  reference  to  a  rainy  day;  that  is,  an  eco- 
nomic turndown,  something  wherein  there  is  an  explosive  cost  in 
the  program  that  we  could  not  have  planned  for. 

The  House  has  done  a  little  bit  of  it.  They  have  nicknamed  it  a 
rainy  day  fund.  That  is  a  nice  concept;  we  ought  to  continue  to  use 
that  phraseology,  but  we  will  have  to  do  a  better  job  with  a  rainy 
day  fund  than  the  House  did  because  there  is  a  very  small  amount 
of  money  in  most  of  them,  and  in  others,  there  is  a  borrowing  pro- 
gram. 

Frankly,  I  would  be  for  taking  a  pretty  good  piece  off  the  pro- 
gram and  putting  it  in  a  rainy  day  fund,  and  either  give  it  to  the 
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State  to  be  preserved  by  them  as  rainy  day  and  they  might  be  able 
to  match  it  in  some  way  and  even  do  a  better  job  and  it  would  be 
up  to  them,  but  we  need  to  do  that,  and  I  think  that  would  be  done. 

I  also  wanted  to  comment,  for  those  who  are  reasonably  ac- 
quainted with  medicaid,  they  know  that  about  40  or  45  percent  of 
medicaid  goes  to  long-term  care;  about  55  percent  to  60  goes  to  the 
program  we  have  been  speaking  about.  We  are  a  long  way  from  de- 
fining that  relationship  in  the  block  grant  concept. 

Clearly  it  would  be  that  we  will  not  block  the  long-term  care,  but 
block  it  separately,  and  take  away  the  strings  of  the  Boren  deci- 
sions in  the  Boren  case,  which  has  caused  the  States  a  lot  of  an- 
guish. So  we  want  you  to  understand  that  we  have  not  blocked  in 
both  of  them  either  in  our  heads  or  in  a  bill  that  I  am  aware  of. 

One  last  question.  Is  any  managed  care  or  HMO  in  the  Nation, 
to  either  your  knowledge,  Dick,  or  your  knowledge,  Judy,  does  any 
managed  competition  use  the  facilities  of  a  community  health  serv- 
ice center  as  part  of  a  delivery  system? 

Ms.  Enright.  Certainly. 

Chairman  DOMENICI.  That  is  where? 

Ms.  Enright.  Well,  I  know  in  TennCare  in  Tennessee,  there  are 
some  contracts  with  primary  care  community  health  centers.  The 
difficulty  with  that  lies  in  that  the  main  dollars  go  into  the  insur- 
ance companies'  pockets,  rather  than  into  the  direct  service. 

We  would  like  the  opportunity  to  be  able  to  talk  with  the  State 
people  who  are  defining  this  and  how  they  are  buying  the  services 
and  how  to  get  more  of  the  money  into  the  pockets  of  the  direct 
service  providers  rather  than  into  the  insurance  companies'  pock- 
ets. 

Chairman  DOMENICI.  I  will  follow  up  on  that  in  just  a  moment. 
Dick,  do  you  know? 

Mr.  Heim.  Yes;  Mr.  Chairman,  the  State  of  Wisconsin  was  used 
before  as  an  example,  that  they  developed  a  managed  care  and 
medicaid  quite  extensively.  In  Wisconsin,  as  I  understand  it,  they 
mandate  that  managed  care  organization's  contract  with  the  pri- 
mary care  facilities  in  their  jurisdictional  area.  The  State  then  does 
a  wrap-around  funding  to — provides  additional  funding,  at  least  to 
the  federally-qualified  health  centers  to  get  them  their  costs  back. 

So  that  is  one  example  that  was  used.  I  think  Hawaii  uses  some- 
thing similar.  So  there  are  different  ways  to  do  that,  and  we  are 
in  negotiation  with  the  Medical  Assistance  Program  in  the  Human 
Services  Department  and  the  Department  of  Health  as  we  proceed 
in  managed  care  in  the  State  of  New  Mexico,  Mr.  Chairman. 

Chairman  DOMENICI.  My  stafT  has  not  only  given  me  a  signal 
that  we  are  out  of  time;  they  are  even  down  there  getting  the 
nametags,  taking  yours  away  and  putting  other  ones  in  their  place. 

I  am  interested  in  how  community  health  service  fits  into  this 
scheme.  Obviously  it  is  one  of  the  most  reasonably  priced  programs 
in  America  and  does  a  pretty  good  job.  I  am  glad  that  there  is  some 
expansion  of  that  service  to  the  severely  mentally  ill.  We  know  that 
is  a  tough  situation. 

I  thank  the  witnesses  who  have  alluded  to  the  fact  that  we  are 
making  a  special  effort  to  try  to  get  that  figured  into  the  managed 
competition  or  new  model,  whichever  one  we  are  going  to  use.  I  no- 
ticed some  members  of  OMNI  are  in  the  audience.  Nancy  did  not 
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know  you  were  going  to  be  here  or  she  would  have  come,  too.  She 
is  somewhere  else.  You  should  have  told  her  you  were  going  to  be 
here. 

Anyhow,  thank  you  very  much.  Let  us  get  the  next  panel  in. 

Mr.  Johnson.  Thank  you  very  much,  Mr.  Chairman. 

[Brief  recess] 

Chairman  DOMENICI.  Thank  you  very  much.  We  have  two  state- 
ments that  we  want  to  make  part  of  the  record.  The  New  Mexico 
Association  of  Senior  Service  Corps  Directors,  Alicia  Ortiz,  Presi- 
dent, asked  us  to  put  testimony  regarding  their  concerns  in  the 
record  and  that  will  be  done. 

[The  prepared  statement  of  Ms.  Ortiz  follows:] 
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The  challenge  to  policy  makers  is  to  recognize  the  changing  dynamic  of 
aging  in  America  and  to  work  for  the  transformation  of  social  structures  so 
that  the  resources  offered  by  older  persons  —  our  only  increasing  natural 
resource  —  can  help  shape  America  today  and  into  the  next  century.  A 
major  imbalance  exists  between  the  strengths  and  capacities  of  the 
increasing  numbers  of  active  long-living  older  persons  in  America  and  the 
lack  of  role  opportunities  provided  by  current  social  structures  to  tap  into 
this  vast  resource  which  could  contribute  to  the  betterment  of  our  society. 
The  Case  for  Senior  Volunteers  in  National  Service 
National  Senior  Service  Corps  Directors  Associations 


The  dynamic  of  aging  truly  is  changing.  Americans  are  living  longer.  Current  population 
estimates  indicate  31  million  Americans  over  the  age  of  65.  Those  65+  now  constitute  12.4%  of 
the  population.  This  number  is  expected  to  climb  to  2 1 .8%  by  the  year  2030  when  the  baby 
boom  generation  reaches  age  65.  Life  expectancy  has  increased  to  84  for  females  and  80  for 
males.  Not  only  are  we  living  longer,  but  we  are  also  living  healthier  lives.  At  any  one  time 
only  5%  of  those  65+  reside  in  institutions.  A  full  81  %  of  the  over  65  population  reports  no 
limitations  in  their  activities  of  daily  living.  This  healthy,  active  segment  of  the  senior 
population  has  gone  largely  untapped  as  a  resource  for  contributing  to  the  betterment  of 
America's  communities. 

In  New  Mexico,  the  1990  census  reports  283,326  people  over  the  age  of  55;  this  is  19%  of  the 
general  population.  If  we  apply  the  national  percentage  of  those  65+  who  report  no  limitations  in 
activities  of  daily  living.  New  Mexico  has  more  than  229,494  seniors  who  may  serve  in  a  variety 
of  ways  to  improve  the  quality  of  life  for  residents  of  our  communities. 

There  are  many  ways  for  residents  of  our  state  and  our  country  to  have  a  positive  impact  within 
their  respective  communities.  The  Corporation  for  National  &  Community  Service  (CNCS) 
provides  a  variety  of  avenues  for  people  to  become  involved.  Within  the  CNCS  are  "seasons  of 
service"  which  build  upon  and  complement  each  other:  Learn  &  Serve  America  (K  -  12); 
National  Civilian  Community  Corps  (18  -  25);  AmericorpsA^ista  (18+);  and  the  National  Senior 
Service  Corps  (NSSC).  The  NSSC  is  made  up  of  the  Foster  Grandparent  Program  (FGP),  the 
Senior  Companion  Program  (SCP),  and  the  Retired  &  Senior  Volunteer  Program  (RSVP). 

Foster  Grandparent  Program  (FGP).  established  in  1965,  provides  opportunities  for 
low-income  persons  60  and  over  to  serve  children  and  teenagers  with  special  needs.  Foster 
Grandparent  volunteers  serve  20  hours  per  week,  and  receive  a  stipend  of  $2.45  per  hour.  Foster 
Grandparents  serve  on  a  one-to-one  basis  with  children  and  young  people  (under  the  age  of  21) 
coping  with  such  problems  as  abuse  and  neglect,  chronic  or  terminal  illness,  physical  and 
emotional  handicaps,  drug  and  alcohol  abuse,  mental  retardation,  illiteracy,  juvenile  delinquency, 
teenage  pregnancy,  and  homelessness.  Volunteers  who  participate  in  a  Program  of  National 
Significance  in  northern  New  Mexico  also  serve  children  who  speak  English  as  a  Second 
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Language  (ESL).    In  fiscal  year  1993  more  than  23,000  Foster  Grandparent  volunteers  served  in 
275  projects  across  the  nation.  Federal  support  for  the  Foster  Grandparent  Program  is 
approximately  $66  million  annually. 

Within  the  state  of  New  Mexico  1 8  Foster  Grandparent  Programs  currently  exist.  In  fiscal  year 
1994  more  than  357  volunteers  provided  services  to  the  children  of  New  Mexico;  federal  fiinds 
amounted  to  $754,353.  In  addition  to  federal  support,  the  Foster  Grandparent  Program  has 
received  tremendous  backing  from  our  state  legislature.  Additional  fiinds  in  the  amount  of 
$1,340,344  were  administered  to  projects  through  the  New  Mexico  State  Agency  on  Aging. 

The  average  cost  of  institutionalized  care  for  a  child  is  $44,000  per  year;  the  annual  cost  for 
one  Foster  Grandparent  serving  20  hours  per  week  is  $3,600.  This  represents  more  than  a 
4-fold  return  on  the  dollars  invested  in  the  FGP. 


Senior  Companion  Program  (SCPV  established  in  1973,  offers  stipended  volunteer 
opportunities  for  low-income  seniors  60  and  over  who  provide  personal  assistance  in  daily  living 
activities  to  older  people  with  physical,  mental,  or  emotional  impairments.  Through  direct  health 
care  providers  and  social  service  agencies  assisting  older  persons  in  need.  Senior  Companions 
serve  those  in  their  communities  who  are  at  risk  of  institutionalization,  as  well  as  persons  within 
institutionalized  settings,  helping  them  achieve  and  maintain  their  fullest  potential  for 
independent  living.  Senior  Companions  provide  services  to  homebound  elderly  persons,  patients 
discharged  from  hospitals,  victims  of  Alzheimers  disease,  families  needing  respite  care,  and 
terminally  ill  older  persons.  In  fiscal  year  1993  over  12,000  Senior  Companion  volunteers 
served  in  182  projects  nationwide,  matched  with  over  36,000  clients.  Federal  support  for  the 
Senior  Companion  Program  is  approximately  $31  million  annually. 

Within  the  state  of  New  Mexico  20  Senior  Companion  Programs  currently  exist.  In  fiscal  year 
1994  more  than  221  volunteers  provided  services  to  individuals  throughout  New  Mexico;  federal 
funds  amounted  to  $228,502.  The  Senior  Companion  Program  has  also  enjoyed  support  at  the 
state  level.  Additional  funds  in  the  amount  of  $954,1 12  were  administered  to  projects  through 
the  New  Mexico  State  Agency  on  Aging. 

Considering  the  fact  that  the  average  cost  for  nursing  home  care  is  more  that  $30,000  per 
year  and  the  average  cost  of  a  Senior  Companion  volunteer  is  $3,500,  the  cost-effectiveness 
of  the  program  becomes  unquestionable. 

Retired  &  Senior  Volunteer  Program  (RSVF).  established  in  1971,  provides 
community  volunteer  opportunities  for  persons  55  and  over.  RSVP  volunteers  serve  part-time 
for  an  average  of  3  to  4  hours  per  week.  Volunteers  are  assigned  to  volunteer  stations  ranging 
from  courts,  schools,  hospices,  shelters,  hospitals,  day  care,  and  other  community-based  centers. 
Volunteer  opportunities  are  practically  limitless,  and  focus  on  utilizing  the  life  experience  of  the 
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individual  volunteer.  In  fiscal  year  1993  nearly  450,000  RSVP  volunteers  served  in  763  projects 
across  the  country.  Annual  federal  support  for  RSVP  is  approximately  $33  million  dollars. 

In  New  Mexico  17  RSVP  programs  receive  $345,33  in  federal  support.  Support  from  the  state 
level,  administered  through  the  New  Mexico  State  Agency  on  Aging,  amounts  to  $287,944. 

Based  on  reported  hours  of  service,  the  return  on  invested  dollars  is  estimated  at  10  to  1. 


FGP«  SCP«  and  RSVP  engage  seniors  who  are  healthy  and  active  in  ways  that  benefit  all 
parties  involved.  FGP  and  SCP  volunteers  receive  a  tax-free  stipend,  supplemental  insurance 
while  in  service,  an  annual  physical  exam,  a  daily  meal,  mileage  reimbursement  (as  do  RSVP 
volunteers),  training,  and  recognition.  In  addition  to  these  tangible  benefits  are  the  intangible 
benefits  of  feeling  needed  and  useful,  the  gratification  of  maintaining  an  active  lifestyle,  the 
social  support  the  volunteer  network  provides,  and  an  opportunity  to  pass  on  the  wisdom  that  can 
only  be  earned  through  living  life.  New  Mexico  is  very  unique  in  that  we  are  privileged  to 
have  three  dominant  cultures:  the  Native  American  Indian,  the  Spanish,  and  the  Anglo. 
The  FGP,  SCP,  and  RSVP  throughout  the  state  are  dedicated  to  providing  volunteer 
opportunities  and  services  to  individuals  from  each  culture.  Seniors  have  the  responsibility 
of  passing  on  their  knowledge  of  culture  and  historical  perspective;  younger  generations  have  the 
responsibility  of  seeking  out  and  preserving  that  knowledge  of  culture  and  historical  perspective; 
and  our  policy  makers  are  challenged  with  the  responsibility  of  insuring  that  opportunities  to 
keep  our  knowledge  of  culture  and  historical  perspective  are  kept  alive. 

Volunteer  stations  where  FGP,  SCP,  and  RSVP  volunteers  are  assigned  rely  on  the  services 
provided  by  seniors  in  order  to  maintain  high  quality  programs.  At  a  time  when  competition  for 
program  money,  especially  administrative  dollars,  is  high,  volunteers  are  an  invaluable  and 
irreplaceable  resource.  Many  volunteer  supervisors  report  that  many  day  to  day  activities  would 
not  be  possible  without  the  attention  of  NSSC  volunteers. 

Foster  Grandparents  offer  love,  support,  and  attention  to  children  who  might  otherwise  be 
ignored.  Very  often,  the  Fo<;ter  Grandparent  is  the  only  stable  figure  in  a  child's  life:  a  parent 
may  be  absent  from  the  home  environment;  teachers  are  responsible  for  report  cards  or  may  have 
too  many  children  in  a  classroom  to  offer  one-on-one  time;  other  children  may  not  understand 
behaviors  associated  with  physical,  mental  or  emotional  stress;  or  family  members  may  be  so 
involved  with  battling  drug  or  alcohol  addiction  that  a  child  is  unheeded. 

Senior  Companions  are  a  reliable  visitor  for  adults  who  are  socially  isolated.  In  a  society  where 
it  is  difficult  to  make  ends  meet,  family  members  are  not  always  able  to  leave  work  in  order  to 
care  for  an  aged  loved  one;  volunteers  become  an  important  part  of  long-term  care.  For  most 
clients,  the  Senior  Companion  becomes  a  cherished  "family  member." 

RSVP  volunteers  bring  personal  and  professional  expertise  to  any  volunteer  station.  In  the  words 
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of  one  Project  Director,  "RSVP  volunteers  are  common,  everyday  people  who  want  to  give  of 
themselves." 


Block  Granting 

Through  the  "Contract  With  America,"  members  of  the  current  Congress  hope  to  minimize 
federal  government  and  streamline  "obsolete"  social  programs.  Block  grants  have  been  proposed 
as  one  way  of  accomplishing  these  goals. 

One  argument  in  favor  of  block  grants  is  that  they  allow  local  communities  to  solve  their  own 
problems  in  a  cost-effective  way  within  broad  federal  guidelines,  but  with  little  interference  from 
the  federal  government.  The  current  structure  and  funding  stream  of  FGP,  SCP,  and  RSVP 
already  accomplish  this  goal.  As  NSSC  fiinding  exists,  federal  dollars  go  directly  to  local 
sponsors.  This  eliminates  the  loss  of  funds  to  an  administrative  "middleman."  Additionally,  as 
NSSC  programs  are  administered,  local  sponsors  have  tremendous  flexibility.  Especially  in  a 
state  made  up  of  a  series  of  small,  rural  communities  with  large  "minority"  populations  it  is 
evident  that  "one  size  does  not  fit  all."  With  the  assistance  of  Advisory  Councils  local  sponsors 
are  able  to  determine  the  needs  of  individual  communities,  and  use  funds  in  ways  that  will  best 
address  those  needs.  Advisory  Councils  are  charged  with  ensuring  that  NSSC  programs  are 
accountable  to  their  local  communities,  and  that  community  input  is  considered  in  all  aspects  of 
NSSC  program  operation.  As  part  of  its  responsibilities,  every  Advisory  Council  must  complete 
an  annual  evaluation  of  its  NSSC  program;  the  results  of  this  evaluation  and  plans  for 
improvement  must  be  submitted  as  part  of  the  annual  reapplication  for  federal  funds.  As  a  result 
of  this  direct  chaimeling  of  funds  to  local  sponsors,  flexibility  in  providing  services,  and 
accountability  to  communities,  state  and  local  support  for  these  programs  is  strc  ig. 

Another  argument  which  supports  block  grants  is  that  federal  government  has  gotten  too  big,  and 
that  too  many  federal  regulations  interfere  with  the  provision  of  direct  services.  With  respect  to 
the  FGP,  SCP,  and  RSVP  this  simply  is  not  true  ~  federal  regulations  are  minin.al.  While 
allowing  for  flexibility  at  the  community  level,  current  federal  regulations  also  provide  a 
mechanism  for  the  programs  to  maintain  their  national  focus  and  identities.  Under  block 
granting,  every  state  would  have  the  power  to  alter  the  focus  and  structure  of  FGP,  SCP,  and 
RSVP,  or  eliminate  them  entirely.  Block  grants  would  be  allocated  through  Governors'  offices, 
and  our  Governor  has  established  his  priority  as  a  "new  and  improved"  prison  system. 

Disbursing  federal  funds  allocated  for  NSSC  programs  through  block  grants  to  other  entities 
would  be  counterproductive,  and  would  seriously  undermine  the  programs'  impact  and  cost- 
effectiveness.  The  current  structure  and  funding  stream  already  accomplish  the  goals  of  block 
granting.  Consider  the  following  threats  of  block  granting  the  FGP,  SCP,  and  RSVP: 
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♦  Federal  funds  allocated  to  the  state  of  New  Mexico  would  automatically  decrease. 
Based  on  formulas  used  to  determine  the  distribution  of  available  funds.  New 
Mexico  typically  gets  very  little. 

♦  Program  dollars  will  be  block  granted  and  will  be  used  to  pay  administrative  costs 
by  the  entity  who  receives  the  block  grant;  dollars  currently  under  local  control 
v\dll  never  see  the  light  of  day  at  the  local  program  level.  This  will  mean  a 
significant  decrease  in  the  number  of  FGP,  SCP,  and  RS VP  volunteers  placed. 
This  will  in  turn  negatively  impact  both  those  receiving  volimteer  ser\'ices  and 
those  coimnunity  agencies  who  utilize  volunteers. 

♦  New  entities  who  receive  the  block  grant  may  award  funds  to  whome\er  they 
wish,  using  any  process  and  criteria  they  choose.  There  is  no  guarantee  that 
existing  sponsors  will  continue  to  receive  program  funds.  The  possibilit%'  that 
programs  which  have  operated  very  effectively  for  up  to  30  years  ma>'  cease  to 
exist  is  real.  Volunteers  may  be  released,  and  the  collective  wisdom  and  expertise 
of  project  staff  will  be  sacrificed  to  "reinvent  the  wheel." 

♦  Should  existing  NSSC  grantees  lose  their  federal  funds,  local  community' 
partnerships  which  have  been  developed  will  be  destroyed,  and  the  enormous 
local  support  currently  enjoyed  by  programs  will  cease. 

♦  Individual  states  would  have  the  power  to  change  the  very  nature  and  mission 
of  FGP,  SCP,  and  RSVP  by  changing  the  focus  of  volunteer  activities  as  well  as 
by  changing  the  regulations  which  govern  eligibility  for  volunteers  and  service 
recipients.  This  will  effectively  negate  the  current  clear  impact,  focus,  and 
mission  of  each  of  the  programs  nationwide  and  at  the  local  level,  and  the  result 
is  the  delivery  of  a  "hodge-podge"  of  services  across  the  country. 

Discussions  regarding  NSSC  programs  as  part  of  a  block  grant  have  implied  that  FGP.  SCP,  and 
RSVP  are  welfare  or  job  training  programs.  On  the  contrary,  volunteers  in  the  NSSC  programs 
provide  invaluable  services  as  a  part  of  national  and  community  service. 

National  Senior  Service  Corps  programs  are  unique  in  that  they  utilize  seniors  as  a  resource 
while  offering  volunteers  and  clients  personal  benefits.  Local  sponsors  receive  funds  directly 
and  enjoy  the  flexibility  of  implementing  individualized  services  which  in  turn  fosters  strong 
local  support.  The  Foster  Grandparent  Program,  the  Senior  Companion  Program,  and  the  Retired 
«fe  Senior  Volunteer  Program  are  time-proven  and  cost-effective.  Including  the  NSSC  programs 
in  any  block  grant  would  rc^'ult  in  the  downsizing  of  senior  volunteer  programs,  and  create  a  very 
serious  threat  to  the  concept  of  seniors  as  a  resource  in  the  development  of  strong,  healthy 
communities. 

In  short,  the  FGP,  SCP,  and  RSVP  are  integral  and  important  parts  of  national  and 
community  service.  On  behalf  of  the  New  Mexico  Association  of  Senior  Service  Corps 
Directors  I  ask  you  to  oppose  any  block  granting  of  these  programs. 


Chairman  DOMENICI.  Jeff  Condrey,  Director  of  Local  Government 
Division  of  the  Department  of  Finance  and  Administration  has  a 
statement  that  he  wanted  submitted  and  it  will  be  made  a  part  of 
the  record. 

[The  prepared  statement  of  Mr.  Condrey  follows:] 
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Senate  Budget  Committee  Hearing: 

Returning  Decisions  to  the  State, 

Chairman  Pete  V.  Domenici 

April  18,  1995 
Santa  Fe,  New  Mexico 

Submitted  by:   Jeff  Condrey,  Director, 

Local  Government  Division 

Department  of  Finance  and  Administration 

State  of  New  Mexico 

Chairman  Domenici,  members  of  the  committee,  thank  you  for  the  opportunity  to  submit  this 
written  testimony  for  the  record. 

There  has  been  much  discussion  at  the  federal  level  regarding  the  increased  use  of  block  grants 
to  the  states  for  existing  and  new  programs.  Some  have  suggested  that  the  Community 
Development  Block  Grant  "CDBG"  program  is  the  model  to  be  followed  for  new  block  grant 
initiatives.  The  Local  Government  Division  administers  the  small  cities  CDBG  program  and 
therefore  we  have  considerable  experience  in  working  with  the  Department  of  Housing  and 
Urban  Development  on  a  daily  basis.  Many  aspects  of  CDBG  program  administration  are  not 
as  favorable  to  state  decision  making  as  many  might  otherwise  believe. 

This  testimony  deals  with  recommendations  for  "performance  based"  block  grants  based  upon 
our  experience  working  with  the  CDBG  program  specifically. 

•  State  Focus  —  States  must  be  central  players  and  must  be  able  to  work  state- 
wide in  efforts  to  reward  work,  strengthen  families,  nurture  children,  reduce 
dependency,  help  people  build  and  maintain  assets  and  improve  the  quality  of  life 
in  poorer  areas.  These  objectives  often  can  be  meet  only  by  using  institutions  and 
resources  that  reach  across  multiple  local  jurisdictions  in  solving  problems  with 
a  regional  perspective. 

•  Flexibility  —  States  need  flexibility  to  meet  their  priority  needs.  An  expansive  and 
unfettered  performance  block  grant  is  the  best  mechanism  to  deliver  resources  to 
the  local  governments.  Narrowly  focused  programs  no  matter  how  well  intended 
cannot  address  complex  problems  that  vary  enormously  across  the  country  and 
even  vary  across  the  State  of  New  Mexico—  and  certainly  vary  over  time. 

•  Consolidated  Performance  Block  Grants  -  Resources  across  federal  agencies 
must  be  consolidated  into  a  minimal  number  of  performance  block  grants  to 
eliminate  duplicative,  overlapping,  cross  canceling  objectives.  Permit  states,  and 
their  partners,  to  tailor  resources  to  meet  their  varying  priorities.  The  boundaries 
of  these  performance  block  grants  should  be  permeable,  permitting  some  ability 
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to  transfer,  or  "flex"  resources  among  them.  They  should  be  complimentary  and 
easily  used  in  concert. 

State/Local  Government  Decision  Authority  —  Allocating  resources,  setting 
priorities  and  identifying  specific  delivery  systems  are  decisions  that  must  be 
deferred  to  state  and  local  governments,  accountable  to  an  electorate,  and  working 
in  collaboration  with  service  providers  and  intended  beneficiaries. 

Broad  Federal  Goals  —  The  federal  government  should  articulate  a  broad  goal 
and  purpose,  must  insure  that  basic  civil  rights  are  protected  and  must  set  a 
context  that  holds  grantees  accountable  for  the  effective  and  appropriate  use  of 
funds. 

Administration  —  Federal  programs  must  provide  an  adequate  amount  of  funds 
for  administration,  including  technical  assistance,  planning,  problem  analysis, 
program  monitoring  and  assessment.  Each  state  should  be  given  the  discretion  to 
determine  the  allocation  of  administrative  resources  within  its  own  state. 

Continuing  Federal  Liabilities  —  Federal  liabilities  for  existing  programs  and 
debts  should  not  be  passed-on  to  the  states.  The  federal  government  should 
remain  responsible  for  problematic  aspects  of  previously  financed,  insured,  or 
otherwise  assisted  projects  and  should  not  attempt  to  unilaterally  delegate  those 
obligations  to  the  states.  State  acceptance  of  these  responsibilities,  in  whole  or  in 
part,  should  be  the  result  of  fully  voluntary,  mutual  negotiations. 

Assurances  --  Planning  requirements  for  consolidated  performance  block  grant 
programs  must  be  minimal.  States  must  have  discretion  to  work  from  their  own 
planning  practices  and  policy  setting  strategies,  and  should  be  allowed  to  set  their 
own  priorities  based  on  their  own  analysis  of  needs,  examination  of  resources, 
available  service  providers  and  provide  a  framework  of  accountability. 

Performance  Measures  —  Performance  measures  would  influence  a  states 
program  design.  Therefore,  the  federal  government  must  be  very  cautious  in 
crafting  performance  measures.  They  must  be  developed  over  time  and  in 
cooperation  with  states  and  local  governments.  To  the  greatest  extent  practicable, 
the  federal  government  should  allow  states  and  their  localities  to  determine  the 
performance  goals  and  measures  for  their  individual  programs  and  projects. 

Superior  Performance  —  Reward  all  superior  performing  states  with  additional 
funding.  Performance  block  grants  should  not  evolve  into  entitlement  programs. 
Rather  than  reward  mediocrity,  the  federal  government  should  develop  a 
systematic  process  of  rewarding  those  states  that  perform  in  a  superior  manner. 

No  Match  -  A  match  requirement  for  performance  block  grants  would  be 
nothing  more  than  an  unfunded  mandate  on  >he  states. 
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•  Davis-Bacon  Wage  Rates  -  Eliminate  Davis-Bacon  Wage  Rate  requirements. 
They  increase  construction  cost  by  as  much  as  30%  in  rural  areas  and 
unnecessarily  add  to  the  administrative  cost  of  local  government  programs  and 
initiatives. 

•  Environmental  Reviews  —  Federal  agencies,  including  HUD,  EPA,  USDA  and 
EDA,  must  adopt  uniform  regulations  in  enforcing  the  National  Environmental 
Protection  Act  (NEPA)  and  prevent  duplicative,  unwieldy,  and  unnecessarily 
costly  reviews. 

•  Single  Audit  Act  —  States  should  be  allowed  to  determine  the  audit 
responsibilities  of  communities  with  populations  of  2,500  or  less.  The  Single 
Audit  Act,  which  was  designed  to  reduce  the  audit  responsibilities  for  larger 
cities,  is  ill  suited  for  many  rural  areas. 

On  behalf  of  the  99  cities,  33  counties  and  numerous  special  districts  with  which  the  Local 
Government  Division  works  daily,  it  is  imperative  that  new  performance  block  grants  return  not 
only  decision  making  authority  to  the  states  but  are  sufficiently  flexible  to  enable  that  decision 
making  authority  to  be  passed  to  local  government  entities.  Many  local  government  entities  are 
capable  and  willing  to  administer  complex  programs  and  they  want  greater  autonomy.  Others, 
need  and  desire  assistance  from  the  State  of  New  Mexico.  It  has  been  our  experience  that  those 
cities,  counties  and  special  districts  that  need  and  desire  assistance  would  much  rather  work  with 
a  state  agency,  readily  accessible  in  Santa  Fe,  versus  an  inaccessible  federal  agency 
headquartered  in  Washington,  D.C. 

Again,  thank  you  for  the  opportunity  to  submit  this  statement  on  behalf  of  local  governments  in 
New  Mexico.  If  you  have  any  questions  or  require  additional  information,  please  do  not  hesitate 
to  contact  me. 

Respectfully  submitted. 


JefnCortdrey,  Director 

LoQa^l  Government  Divikion 

State' of  New  Mexico 

Suite  201  Bataan  Memorial  Building 

Santa  Fe,  NM  87503 

Office  -  (505)  827-8053 

Cellular-  (505)660-1068 

Home  -  (505)  466-6107 


P.S.     Attached  for  your  information  is  our  March  15.  1995  letter  to  COSCDA  regarding  HUD 's 
Consolidation  Plan. 
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STATE  OF  NEW  MEXICO 

DEPARTMENT  OF  FINANCE  AND  ADMINISTRATION 
LOCAL  GOVERNMENT  DIVISION 
\j^i'^-'  Bataan  Memorial  Building,  Suite  201  a  Santa  Fe,  New  Mexico  87503 

'*'"'■  i»ii  •''3^'  (505)  827-4950  a  FAX  No.  (505)  827-4948  o  Toll  Free  (800)  432-7108 

DAVID  W.  HARRIS 
SECRETARY 

ARY  E.  JOHNSON 

GOVERNOR  JEFF  CONDREY 

March    15,     1995  director 


Ms.  Chandra  Western 
Council  of  State  Community 

Development  Agencies 
444  North  Capitol  Street 

Suite  224 
Washington,  D.C.   20001 

Dear  Ms.  Western: 

This  letter  serves  as  the  State  of  New  Mexico's  comments  on  the 
U.S.  Department  of  Housing  and  Urban  Development  (HUD)  proposal  to 
consolidate  several  programs  and  create  a  new  Community  Development 
Block  Grant  Program  in  FY  1996. 

•  The  programs  selected  for  consolidation  are  appropriate 
although  many  appear  not  to  have  received  funding 
appropriations  in  FY  1995. 

•  Allowing  states  the  option  of  implementing  projects/ 
activities  is  supported.  We  are  certain  that  states 
would  exercise  this  option  only  if  circumstances 
warranted. 

•  Allow  adequate  amounts  of  funds  for  state  and  local 
administration,  training,  technical  assistance, 
monitoring  and  assessment. 

•  Allocate  50%  of  block  grant  revenues  to  states  and  50%  to 
entitlements.  In  New  Mexico,  we  have  130  local 
governments  that  compete  for  state  funding  and  only  3 
communities  that  receive  entitlement  funds. 

•  Eliminate  the  consolidated  planning  requirements  along 
with  all  associated  action  plans,  strategic  plans, 
citizen  participation  plans,  etc.  No  benefit  has  been 
realized  in  New  Mexico  and  many  other  states  as  a  result 
of  this  requirement.  HUD  has  apparently  recognized  the 
substantial  differences  in  the  CDBG,  HOME  and  Homeless 
Programs  and  has  chosen  to  include  them  in  separate  block 
grant  programs  for  FY  1996. 
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Ms.  Chandra  Western 

Page  2 

March  15,  1995 

•  Develop  reasonable  and  fair  performance  measures  that  do 
not  attempt  to  micro-manage  programs  at  the  expense  of 
state  flexibility. 

•  Expand  the  use  of  superior  performance  setaside  funds  to 
all  CDBG  eligible  activities  not  only  economic 
development  activities.  Most  states  would  desire  to 
utilize  superior  performance  funds  in  the  area  of 
infrastructure  activities  and  other  eligible  non-economic 
development  activities. 

•  Eliminate  all  unnecessary  or  counterproductive  regulatory 
and  statutory  requirements  including  Davis  Bacon, 
Environment  Review,  Section  3,  Disclosure,  Consolidated 
Planning,  etc. 

Thank  you  for  coordinating  state  responses  to  the  HUD  proposal.  If 
you  have  any  questions  or  require  additional  information,  please 
feel  free  to  contact  me  or  Joe  Guillen,  Deputy  Director. 


JC/JG/tcl 

Chairman  DOMENICI.  Now  we  will  proceed.  We  are  going  to  ask 
Secretary  of  Economic  Development  Bratcher  to  lead  off,  and  we 
will  proceed  with  all  of  you  before  we  ask  any  questions. 

Before  I  do  that,  might  I  particularly  thank  the  President  of  the 
Navajo  Nation,  Mr.  Hale,  President  Hale,  for  coming.  I  am  sorry 
we  had  to  delay  you  so  much  waiting  for  your  testimony,  but 
maybe  you  will  get  used  to  that  in  your  legislature,  also.  We  want 
to  thank  the  distinguished  Harry  Early,  All  Indian  Pueblo  Council 
President,  the  former  Governor  of  Laguna,  I  guess,  on  two  different 
occasions,  and  still  is  now.  Is  that  right?  You  just  got  out  or  you 
are  still  in? 

Mr.  Early.  Just  got  out. 

Chairman  DOMENICI.  Just  got  out,  right.  You  are  Chairman  of 
the  All  Indian  Pueblo  Council.  Thank  you  so  much  for  giving  us 
your  time. 

Mr.  Secretary,  please  proceed. 

STATEMENT  OF  GARY  BRATCHER,  SECRETARY,  ECONOMIC 
DEVELOPMENT,  STATE  OF  NEW  MEXICO 

Mr.  Bratcher.  Thank  you,  Mr.  Chairman.  My  name  is  Gary 
Bratcher.  I  am  Secretary  for  the  Economic  Development  Depart- 
ment for  the  State  of  New  Mexico.  I  am  here  to  give  testimony  on 
Federal  block  grants  as  they  might  impact  New  Mexico. 

This  testimony  is  to  contribute  to  the  discussion  on  the  programs 
and  funding  disbursements  involved  in  the  welfare  reform  block 
grants  now  under  consideration.  Based  on  the  preliminary  informa- 


216 

tion  received,  the  New  Mexico  Economic  Development  Department 
is  prepared  to  lend  support  to  the  proposed  welfare  reform,  job 
training  consolidation,  and  related  Federal  proposals. 

Up  to  this  point,  the  Department  has  had  an  indirect  role  in  the 
funding  discussed,  because  the  divisions  in  our  Department  that  re- 
ceive Federal  monies,  which  are  the  State  Housing  Division,  the 
Technology  Enterprise  Division,  and  the  Rural  Response  Council, 
are  not  recipients  of  blocked  ftinds.  As  a  Department,  we  would  be 
glad  to  participate  in  forming  a  more  streamlined  distribution  proc- 
ess. 

First  I  will  comment  on  New  Mexico  being  atypical  as  a  State, 
and  I  will  begin  with  our  ties  to  Federal  dollars.  Due  to  our  State 
being  closely  tied  to  Federal  dollars  through  Federal  employees  at 
our  national  labs  and  military  bases,  our  poverty  programs,  our 
large  retirement  population,  and  low  income  families,  New  Mexico 
will  need  to  participate  with  the  Federal  Government  in  the  de- 
signing of  disbursement  procedures  to  make  sure  its  unique  needs 
are  taken  into  consideration. 

New  Mexico  ranked  fourth  nationwide  during  1994  in  per  capita 
Federal  spending.  The  Federal  Government  spent  $6,816  per  per- 
son here,  while  the  average  nationwide  spending  figure  was  $4,996 
in  domestic  grants,  benefits,  subsidies,  salaries,  £uid  the  purchase 
of  goods  and  services. 

Of  all  counties  nationwide,  Los  Alamos  County,  the  home  base  of 
Los  Alamos  National  Laboratory,  had  the  highest  per  capita  spend- 
ing figure  at  $63,015.  In  1993,  New  Mexico  ranked  first  nationvdde 
in  a  net  ratio  of  dollars  to  the  Federal  Government  versus  dollars 
received,  receiving  the  highest  net  benefits  from  Federal  fiscal  op- 
erations, $1.96  for  every  dollar  sent  to  the  Federal  Government. 

Most  funds  are  received  by  the  State  because  of  procurement  at 
the  Federal  installations,  highway  spending.  Social  Security  pay- 
ments, and  medicaid  payments. 

My  second  comment  relates  to  the  socioeconomic  profile  of  New 
Mexico.  There  are  1.6  million  people  in  New  Mexico,  and  121,335 
square  miles  of  land,  ranking  us  the  fifth  largest  State  in  size  and 
37th  by  population.  The  largest  minority  groups  are  American  In- 
dian at  8.9  percent,  and  Hispanic  at  38.2  percent. 

There  are  three  urban  areas  federally  designated  metropolitan 
statistical  areas,  or  MSAs,  in  the  State  covering  six  out  of  33  coun- 
ties. These  six  metro  counties  comprise  10  percent  of  the  land  area, 
and  the  remaining  27  counties  comprise  90  percent. 

The  disparity  in  economics  between  metro  and  rural  New  Mexico 
is  reflected  in  per  capita  income  levels.  New  Mexico's  per  capita  in- 
come in  1992  was  $15,458,  with  the  MSAs  averaging  $17,410,  and 
the  27  rural  counties  averaging  $12,971. 

Despite  the  fact  that  we  are  very  rural,  we  are  also  one  of  the 
fastest  growing  States  located  in  the  fastest  growing  region  of  the 
U.S.,  which  is  the  western  region.  Population  projections  show  the 
State  hitting  1.764  million  by  the  year  2000,  up  16  percent  from 
1990. 

With  life  expectancies  rising  and  in-migration  continuing  because 
of  renewed  industrial  growth.  New  Mexico  is  faced  not  only  wdth 
transitioning  from  a  rural  State  to  an  urban  one,  but  at  a  faster 
rate  than  most  States. 
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To  add  to  the  complexity  of  population  and  growth,  New  Mexico 
is  not  a  homogenous  State  geographically  speaking,  but  has  vivid 
contrasts.  The  Rio  Grande  Research  Corridor  tracks  the  Rio 
Grande  running  north  to  south,  starting  at  the  top  of  the  State 
with  Los  Alamos  National  Labs  and  running  to  the  Mexican  border 
at  the  White  Sands  Missile  Range. 

Flanking  the  corridor  are  rich  farm  and  ranchlands,  plus  some 
formidable  deserts.  New  Mexico,  being  so  large  in  land  area,  rural 
in  population,  and  dependent  on  Federal  dollars,  would  like  to  ex- 
pand its  manufacturing  job  base,  which  is  a  potential  solution  to 
Federal  dollar  dependency. 

Presently,  our  manufacturing  base  of  46,000  workers  makes  up 
only  6.8  percent  of  our  work  force,  whereas  the  National  average 
of  manufacturing  workers  in  the  work  force  is  16  percent. 

Third,  as  an  example  of  New  Mexico's  atypical  profile,  we  look 
at  training  and  work  force.  Based  on  the  foregoing  information, 
here  is  how  New  Mexico's  profile  could  affect  the  work  force  train- 
ing which  impacts  the  block  grants. 

New  Mexico  has  in  place  one  of  the  most  effective  training  incen- 
tives in  the  United  States  known  as  the  Industrial  Development 
Training  Program.  This  program  helped  usher  New  Mexico  into  the 
semiconductor  and  high  tech  electronic  industries,  and  has  time 
and  again  proven  to  be  a  major  incentive  for  business  development 
and  expansion  within  the  State. 

Through  the  efficient  use  of  in-plant  training  funds,  thousands  of 
new  jobs  were  created.  Workers  who  trained  and  obtained  these 
jobs  increased  their  wages  by  20  to  50  percent  over  other  jobs 
found  in  the  State.  For  example,  Intel  wages  for  these  trained 
workers  are  at  the  highest  end  of  the  manufacturing  wage  scale  in 
New  Mexico. 

Motorola,  through  this  program,  brought  in  over  600  new  jobs, 
and  Sumitomo  located  a  wafer  remanufacturing  company  because 
of  the  electronic  companies  located  here.  Sumitomo  is  the  only 
wafer  remanufacturing  plant  of  its  kind  in  the  world.  Rural  appli- 
cations include  the  dairy  industry,  the  food  processing  industry, 
and  the  telemarketing  industry. 

The  in-plant  is  successful  due  to  its  flexible  application,  unlike 
its  counterpart  the  Job  Training  Partnership  Act.  In-plant  is  cus- 
tomized to  the  needs  of  the  particular  company  and  allows  for 
training  of  the  best  qualified  person  for  the  job.  However,  funding 
is  limited  and  many  more  workers  could  benefit  by  in-plant  train- 
ing if  funding  was  increased. 

We  seek  a  more  flexible  training  block  grant  as  a  way  of  expand- 
ing the  training  currently  being  conducted  in  New  Mexico.  It  would 
be  a  critical  component  in  adjusting  to  defense  downsizing  where 
the  thrust  of  small  businesses  would  be  defined  by  the  new  direc- 
tion of  our  economy. 

Retraining  is  an  area  where  many  smaller  manufacturers  in  New 
Mexico  would  benefit  the  most  because  it  is  here  that  our  training 
skills  and  productivity  are  the  most  strained.  With  New  Mexico's 
high  tech  industry  experiencing  such  growth  over  the  last  few 
years,  many  small  manufacturers  are  at  peak  manufacturing  ca- 
pacity and  are  faced  with  the  high  cost  of  investment  in  capital 
equipment. 
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If  they  can  finance  state  of  the  art  equipment,  they  are  then 
faced  with  the  cost  of  retraining  their  employees  to  bring  their 
skills  up  to  standard. 

Chairman  DoMENici.  Mr.  Secretary,  would  you  kind  of  summa- 
rize the  balance  and  we  will  make  the  rest  of  it  part  of  the  record, 
please? 

Mr.  Bratcher.  Yes,  sir.  To  summarize,  we  have  a  rural  popu- 
lation base  and  the  norm  is  urban.  Second,  many  currently  housing 
formulas  are  based  on  census  decennial  figures  that  favor  States 
with  declining  or  stagnant  populations. 

Third,  if  a  program  is  developed  using  a  national  standard,  it  is 
geared  to  the  East  or  West  Coast  populations.  Statistically,  rural 
areas  are  not  considered  as  seriously  as  the  more  populous  urban- 
ized regions  of  the  United  States. 

Fourth,  New  Mexico  has  34.3  percent  Federal  lands,  9.4  percent 
Indian  lands,  and  12.1  percent  State-controlled  lands  with  differing 
regulations  as  to  what  can  be  done  on  this  land. 

My  Department  would  recommend  that  as  Federal  guidelines  are 
developed,  the  unique  characteristics  of  the  State  of  New  Mexico 
should  be  taken  into  consideration  to  ensure  a  high  level  of  flexibil- 
ity and  guidelines  so  that  New  Mexico  can  benefit  from  block 
grants  on  an  equal  footing  with  other  States. 

Chairman  DOMENICI.  Thank  you  very  much. 

[The  prepared  statement  of  Mr.  Bratcher  follows:] 
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RE:  Block  Grants  and  Their  Inpacts  on  New  Mexico 
U.  6.  Senate  Budget  Committee  Hearing 
Tuesday,  April  18,  1995 
Santa  Fe  Community  College  -   South  Richards  Avenue 

Testimony  by  Gary  Bratcher,  Cabinet  Secretary 
New  Mexico  Economic  Development  Department 
1100  St.  Francis  Drive 
Santa  Fe,  NM  87505 

TOPIC:     Federal  grants  and  Economic  Development  in  the  State 


OPEWIWG  STATEMEMT 

Members  of  the  Senate  Budget  Committee: 

Senators  Pete  Domenicl,  New  Mexico 
Bill  Frist,  Tennessee 
Spence  Abraham,  Michigan 

This  testimony  is  to  contribute  to  the  discussion  on  the 
programs  and  funding  disbursement  Involved  in  the  welfare  reform 
block  grants  now  under  consideration.  Based  on  the  preliminary 
information  received,  NM  EDD  is  prepared  to  lend  their  support  to 
the  proposed  welfare  reform,  job  training  consolidation,  and 
related  federal  proposals. 

Up  to  this  point,  the  Department  has  had  an  indirect  role 
in  the  funding  discussed,  because  the  divisions  in  our  department 
that  receive  federal  monies  —  the  State  Housing  Division,  the 
Technology  Enterprise  Division,  and  the  Rural  Response  Council  — 
are  not  direct  recipients  of  any  of  the  block  funds.  We  are  glad 
to  directly  participate  in  forming  a  more  streamlined  distribution 
process . 
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NEW  MEXICO^  S  TIES  TO  FEDERAL  DOLIARS 

Because  New  Mexico  is  so  tied  to  federal  dollars  through 
1)  federal  employees  at  our  national  labs  and  military  bases,  2) 
poverty  programs,  and  3)  senior  citizens  and  low  income  families, 
we  want  procedures  in  place  to  disperse  funds  once  block  grants 
become  a  reality. 

New  Mexico  ranked  fourth  nationwide  during  1994  in  per 
capita  federal  spending.  The  federal  government  spent  $6,816  per 
person  here  while  the  average  nationwide  spending  figure  was  $4,996 
per  person  in  domestic  grants,  benefits,  subsidies,  salaries  and 
the  purchase  of  goods  and  services.  (States  ranking  ahead  of  New 
Mexico  were  Alaska,  Meuryland  and  Virginia.)  Of  all  counties 
nationwide,  Los  Alamos  County,  home  base  of  Los  Alamos  National 
Laboratory,  had  the  highest  per  capita  spending  figure,  at  $63,015. 

In  1993,  New  Mexico  ranked  first  nationwide  in  the  net 
ratio  of  dollars  to  the  federal  government  vs  dollars  received, 
receiving  the  highest  net  benefits  from  federal  fiscal  operations  - 
-  $1.96  for  every  $1.00  it  sent  to  the  federal  government.  (The 
second  highest  ratio  was  Mississippi  at  $1.63:1.00.)  Many  of 
these  spending  patterns  are  easily  discernible  because  of 
procurement,  high  levels  of  highway  spending  in  rural  states,  high 
levels  of  Social  Security  payments  to  retirement  states,  and  high 
levels  of  Medicaid  to  less  affluent  states. 

SOCIOECONOMIC  PROFILE  OF  NEW  MEXICO 

There  are  1,654,000  people  in  New  Mexico  and  121,335 
square  miles  of  land,  ranking  New  Mexico  Sth  largest  state  in  size 
and  37th  by  population. 

50.4%  of  the  population  is  white  and  49.6%  of  the 
population  is  minority.  The  largest  minority  groups  are  American 
Indian  8.9%  and  Hispanic  38.2%. 


221 

NEW  MEXICO  TS  A  RURAL  STATE 

There  are  three  urban  areas  (federally-designated 
metropolitan  statistical  areas)  in  the  state  covering  6  of  33 
counties  (Dona  Ana,  Sandoval,  Bernalillo,  Valencia,  Santa  Pe  and 
Los  Alamos) . 

The  six  netro  counties  comprise  10%  of  the  land  area  and 
the  remaining  27  counties  comprise  90%  of  the  land  area. 

The  chasm  in  economic  fortunes  between  metro  and  rural 
New  Mexico  is  reflected  in  per  capita  income  levels.  New  Mexico's 
per  capita  income  in  1992  (latest  available  information)  was 
$15,458  with  the  KSAs  averaging  $17,410  and  the  27  rural  counties 
averaging  $12,971. 

TOP  TEN  FASTEST  GROWING  STATES  IN  THE  U.S. 

Despite  the  fact  that  we  are  a  very  rural  state,  we  are 
also  one  of  the  fastest  growing  states  located  in  the  fastest 
growing  region  of  the  U.S. —  the  western  region. 

Population  projections  show  the  state  hitting  1.764 
million  by  the  year  2,000,  up  16.1%  from  July  1,  1990.  With  life 
expectancies  rising  and  in-migration  continuing  because  of  renewed 
industrial  growth.  New  Mexico  is  faced  not  only  with  transitioning 
from  a  rural  state  to  an  urban  one,  but  at  a  faster  rate  than  most 
states. 

NEW  MEXICO  GEOGRAPHY 

To  add  to  the  complexity  of  population  and  growth,  New 
Mexico  is  not  a  homogenous  state  geographically-speaking,  but  has 
vivid  contrasts. 

The  Rio  Grande  Research  Corridor  tracks  the  Rio  Grande 
running  north  to  south,  starting  at  the  top  of  the  state  with  Los 
Alamos  National  Labs  and  running  to  the  Hexicem  border  at  White 
Sands  Missile  Range. 
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Flanking  the  corridor  are  rich  fam  and  ranchlands  plue  sone 
formidable  deserts.  New  Mexico's  roots  are  old:  historians  say 
human  history  began  here  sone  12,000  years  ago,  evidenced  by 
artifacts  found  near  Folsom,  New  Mexico.  Spanish  conquistadors 
explored  the  area  in  1540,  and  by  1610  founded  the  nation's  oldest 
state  capitol,  Santa  Fe,  and  built  the  nation's  oldest  government 
building,  the  Palace  of  the  Governor's.  The  northern  mountains  are 
home  to  the  world's  oldest  living  species,  the  brietlecone  pine, 
which  lives  up  to  10,000  years. 

Hew  Mexico's  geographic  diversity  includes  45  state  parks 
and  monuments,  12  national  parks  and  monuments,  7  national  wildlife 
refuges,  6  national  forests,  4  national  wilderness  areas,  2  federal 
fish  hatcheries,  1  national  grasslands.  Some  locations,  like  the 
spiral-covered  floor  of  thA  northwestern  Bisti  Badlands  that  was 
once  a  dinosaur  swamp,  seen  like  another  planet. 

NEW  MEXICO'S  INDUSTRIAL  STRUCTORE 

New  Mexico,  being  so  large  in  land  area,  rural  in  population, 
and  dependent  on  federal  dollars,  would  like  to  expand  its 
manufacturing  job  base,  which  is  a  solution  to  federal-dollar 
dependency.  But  our  nanufacturing  base  of  46,400  workers  makes  up 
only  6.8%  of  our  workforce,  whereas  the  national  average  of 
manufacturing  workers  in  the  workforce  is  16%. 

The  workplace  profile  based  on  January  numbers  shows: 

Services 27.0% 

Government  .....  24.2% 

Wholesale  and  Retail  Trade  23.6% 

Manufacturing 6.8% 

Construction 6.7% 

Finance,  Insurance,  and  Real  Estate   4.5% 

Transportation  and  Public  Utilities   4.4% 

Mining 2.3% 

Total  Employment  680,000  99.5% 
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EXAMPLE  OF  NEW  MgyiCO^S  ATYPICAL  PROFILE;   HOUSING 

Based  on  the  foregoing  information,  here  is  how  Mew 
Mexico' 6  profile  could  affect  the  housing  situation  which  impacts 
the  block  grants. 

New  Mexico  is  a  result  of  four  hundred  years  of  culture 
and  ethnic  diversity.  It  is  the  confluence  of  European 
colonization  of  the  North  American  continent.  Hence,  its 
population  and  housing  stock  reflect  its  history.  New  Mexico  has 
the  highest  percentage-to-population  of  Native  Americans  (8.9% 

(wi.«h  oo  <l4«'^AVAn*i  ^riboe  anet  reeavujkf- 1  nn<s)  »n<1  HffipAnlcs  f38.2%) 
In     die     mdllllallU     U.S.  Yet.    Nucl^ro    Ainoari.a»n     «imi    KAspanXv     rxmlti^M 

occupy  6.2%  and  32. B\  or  New  Mexico's  dvelllng  unit*.  Title  inpiioo 
that  Native  Anerican  and  Hispanic  families  have  a  higher 
proti;« n  1 1  1  t.y  uC    llvlnci  in  ovctrcr-owclcd  and  eul»ot«nclar«l  condl^vene. 

The  potential  overcrowding  nay  also  impact  upon  homelessness  among 
the  two  groups.  Due  to  cultural  patterns,  it  is  not  unconmon  for 
mors  than  one  nuclear  family  to  share  a  single  dwelling  in  order  to 
avoid  homelessncsc. 

m  addition.  New  Mexico's  housing  stock  includes  tho 
Oldest  continuously  occupied  condoniniuia  dwelling  units  in  the 
United  States  (the  Taos  Pueblo  which  are  over  six  hundred  years 

wXU)  •  ttany  sponloh  woXona.aX  ak«l«l>*  tMsl.X4i.n.9» .  (sva  — lAAn.  «•*■  O  1  nyl  et*. 
and    oir«     «oouplod     ae     «Joll     *e     warty    vi  r^f-rtvl  »n     hllfldlnOfi     Constructed 

history,  cnis  agea  nousinij  t>i.uvx  pxe»«:<ic»  wv/iimmbhuux  ^»i^t»x<.^^  w&'%k 
^.-•••^•««e    *•   ftte^^^'w.-^-t-A  r»t\    and   rohablll^»t'lrtn. 

development    ot    resources   excxewex/   dxrrxwuxc.       fm**,    «•»<>   pa.-«.»*n« 

•»—>■—«- x-j^«-».lt»  — 4  4-.K  «^«JAarAX  ^artrnovo  •«  woll  as  tho  mill  ♦■<  1-»><1«  nf 
federal  reyuldLlons  have  t>een   Xnoenal^Xve  «o  «ti«   Ccuu  j>w«.a»   or  h»w 

Mexico  wl^n  no  w<ieldera^ion  o£  euv  oul^ural  dlveraltiy  nnd  hiuLory. 

reuerax      XUilUXn^       Cw      «.l>s      »Vv.V.c-      facvak      C*a«x-«X      «*\*ir«»a.       ^><«><^<i9K      4-hA 

formula-approach  in  the  allocation  of  funds,  do  not  give  equal 
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weignc  co  laccore  wnivit  wuwXtx  i>x^%.m  i««w  m«><1.««  *4i  *>%  «.<j»jki  foo^in^ 
wl^Ii  eastern  and  vcct:ern  vCAt:««.    Th*  hotmlny  at:ook,  ^yp9,     and 

coast  and  no  consideration  for  this  difference  has  ever  been 
realized  by  our  federal  partners  vhen  allocating  resources, 
particularly,  for  the  purpose  of  preserving  this  unique  housing 
stock . 

RECOMMENDATION 

New  Mexico  believes  that  block  grants  make  economic  sense 
and  believes  that  this  state  has  the  fiscal  discipline  to  handle 
block  grants:  for  example.  New  Mexico  has  always  had  a  balanced 
state  budget.   But  what  we  require  is  an  equal  playing  field. 

Federal  formulas  are  based  on  national  norms,  none  of  which 
are  applicable  to  New  Mexico,  as  detailed  in  the  previous  testimony 
and  included  the  following: 

We  have  a  rural  population  base  and  the  norm  is  urban. 

Many  current  housing  funding  formulas  are  based  on  Census 
decennial  figures  that  favor  states  with  declining  or  stagnant 
populations.  The  rapid  grovrth  of  our  population,  through 
natural  growth  and  in'migration,  keeps  us  out-of-step  with 
Census  track  population  formulas.  Furthermore,  colonias, 
migrant  workers,  and  minority  populations  are  traditionally 
undercounted  or  excluded  from  Census  tracts. 

If  a  program  is  developed  using  a  national  standard,  it  is 
geared  to  east  or  west  coast  populations  or  perhaps  the  rust 
belt;  statistically,  rural  areas  are  not  considered  as 
seriously  as  the  more  populous,  urbanized  areas. 


Chairman  DoMENici.  President  Hale,  we  are  delighted  to  have 
you.  Would  you  please  proceed? 

STATEMENT  OF  ALBERT  HALE,  PRESIDENT,  THE  NAVAJO 

NATION 

Mr.  Hale.  Thank  you  very  much,  Senator.  Again,  we  appreciate 
the  invitation  that  has  been  extended  by  the  Senate  Budget  Com- 
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mittee  to  provide  recommendations  and  comments  regarding  the 
issue  that  is  at  hand. 

The  Navajo  Nation  is  here  today  to  advocate  not  only  on  behalf 
of  the  Navajo  people,  but  also  advocate  on  behalf  of  other  Indian 
tribes  who  will  experience  probably  the  same  type  of  impact  that 
the  proposed  State  block  grants  will  have. 

The  Navajo  Nation  is  the  largest  Indian  nation  in  the  country. 
It  has  approximately  220,000  members.  The  land  base  covers  al- 
most the  same  size  as  the  States  of  Connecticut,  Delaware,  Mary- 
land, Massachusetts  and  Rhode  Island  combined.  As  a  result  of  this 
geographical  composition,  we  encounter  complex  jurisdictional  is- 
sues. 

The  Navajo  Nation  is  a  sovereign  nation  and  it  functions  or  the 
government  functions  almost  as  similar  as  the  United  States  Gov- 
ernment. We  have  a  three-branch  government. 

Although  the  Navajo  Nation  is  rich  in  natural  resources,  we  also 
possess  tremendous  economic  potential.  However,  the  socio-eco- 
nomic conditions  on  the  Navajo  Nation  are  comparable  to  those 
found  in  under-developed  third  world  countries. 

Half  of  our  population  are  under  the  age  of  21.  The  population 
is  growing  at  twice  the  National  rate,  and  15  percent  of  the  Navajo 
population  is  under  the  age  of  six.  So  we  are  obviously  very  con- 
cerned about  the  potential  impact  of  the  current  block  grant  pro- 
posals that  are  before  Congress. 

The  block  grant  initiatives  are  generally  focusing  on  the  States 
receiving  and  controlling  funds  and  services;  however,  they  have 
neglected  to  consider  the  role  of  tribal  governments  in  providing 
services  to  tribal  members  and  other  who  benefit  from  the  various 
programs. 

The  Navajo  Nation  has  had  several  negative  experiences  with 
the  current  block  grants  to  States  and  other  programs  where  funds 
are  passed  through  the  States.  The  Nation  has  several  concerns  re- 
garding the  lack  of  consistent  approach  in  these  Congressional 
block  grant  initiatives. 

In  H.R.  1214,  for  example,  the  Welfare  Reform  Proposal,  tribes 
are  omitted  entirely,  raising  questions  about  Federal  trust  respon- 
sibilities, sovereignty,  and  the  government-to-government  relation- 
ship between  Indian  nations  and  the  Federal  Government. 

One  key  difficulty  with  the  block  grant  approach  to  States  is  the 
issue  of  trust  responsibility  to  Indian  tribes  and  the  established 
government-to-government  relationship.  If  the  block  grant  initia- 
tives do  not  address  the  unique  tribal  and  Federal  relationship, 
they  will  significantly  alter  the  express  Federal  policy  of  govem- 
ment-to-government  relationship  with  Indian  nations. 

Thus,  the  Federal  Government  would,  by  these  proposed  legisla- 
tive block  grant  initiatives,  undermine  long-standing,  treaty  based 
Federal  policy  and  subject  tribes  to  the  possibility  of  the  arbitrary 
State  action  which  the  Indian  Commerce  Clause  of  the  United 
States  Constitution  specifically  prohibits. 

The  underlying  philosophy  of  the  block  grant  is  to  allow  a  gov- 
ernment organization  to  establish  the  terms  and  conditions  that 
would  best  fulfill  the  needs  of  the  particular  government  and  citi- 
zens. Block  grants  are  based  in  part  on  the  idea  that  particular 
government  organizations  would  be  in  the  best  position  to  deter- 
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mine  how  the  financial  resources  could  be  used  for  the  range  of 
services  offered  to  its  citizens. 

However,  by  offering  the  block  grants  to  the  States,  the  Navajo 
Nation  and  other  Indian  nations  may  or  may  not  be  considered  as 
priority  within  a  State.;  thus,  they  will  receive  less  funds  and 
therefore  be  unable  to  meet  their  needs. 

By  not  providing  specific  provisions  for  Indiem  Country  in  the 
various  proposals,  many  tribes  can  possibly  experience  what  the 
Navajo  Nation  encountered  in  the  late  1980's.  In  that  time,  the 
Navajo  Nation  had  to  sue  the  State  of  New  Mexico  on  the  Title  20 
block  grant  programs. 

In  that  situation,  the  State  of  New  Mexico  decided  to  unilaterally 
reduce  the  amount  of  funding  that  was  to  be  used  for  Navajos. 
That  decision  was  made  to  meet  other  State  priorities,  so  the  State 
had  determined  that  the  Navajo  Nation's  needs  were  not  a?  critical 
as  other  needs  of  New  Mexico  citizens. 

The  Navajo  Nation  was  put  in  the  situation  of  suing  the  State 
of  New  Mexico  over  the  allocation,  and  the  suit  was  on  the  basis 
of  equal  protection  violations.  The  case  went  to  Federal  court  and 
the  Navajo  Nation  won. 

Another  difficulty  with  the  block  grant  initiative  arises  from  our 
geographical  location.  We  are  located  in  three  different  States,  the 
States  of  Arizona,  New  Mexico  and  Utah.  As  a  result,  we  have  to 
operate  under  three  different  policies  and  procedures. 

A  good  example  of  this  in  the  present  application  on  implementa- 
tion of  the  Job  Training  Partnership  Act,  JTPA,  presents  that  type 
of  situation. 

In  that  situation,  the  States  have  developed  their  own  programs 
and  procedures  and  we  have  to  comply,  or  try  to  comply  with  the 
different  procedures,  including  our  own  procedures.  This  has  re- 
sulted in  confusion  and  potential  conflict  that  is  likely  to  arise 
when  block  grants  are  done  through  the  States. 

The  States  subcontracting  for  services  also  raises  potential  dif- 
ficulties in  recovering  indirect  costs.  This,  is  similar  to  overhead 
costs.  In  situations  where  we  have  contracted  with  States,  we  have 
had  to  argue  for  inclusion  of  indirect  cost  recovery,  and  the  States 
have  objected  in  those  type  of  instances. 

We  offer  two  recommendations  to  address  the  situation  that  will 
meet  the  needs  of  Indian  Country  and  to  also  help  fulfill  the  trust 
responsibility.  One  is  that  the  concerns  of  addressing  block  grant 
services  in  Indian  Country  could  be  met  by  expanding  the  scope  of 
Public  Law  93-638,  the  Indian  Self-Determination  and  Education 
Assistance  Act. 

Presently,  Public  Law  93-638  covers  the  Department  of  the  Inte- 
rior and  the  Department  of  Health  and  Human  Services.  With  a 
relatively  minor  amendment,  its  scope  can  be  expanded  to  other 
Federal  services.  The  expansion  of  Public  Law  93-638  can  allow 
the  Navajo  Nation  and  other  tribal  governments  to  carry  out  the 
provision  of  services  to  its  citizens  and  maintain  government-to- 
government  relationships. 

Second,  we  propose  the  creation  of  a  separate  Indian  title  in  the 
various  block  grant  proposals.  These  titles  would  contain  specific 
provisions  to  protect  the  Navajo  Nation  and  other  tribal  govern- 
ments,   direct   government-to-government   relationships    with   the 
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United  States.  The  Federal  Government  could  provide  funds  di- 
rectly to  tribal  governments  through  a  mechanism  similar  to  that 
contemplated  for  State  block  grants. 

In  conclusion,  these  block  grant  initiatives  are  critical  to  the 
Navajo  Nation  and  other  Indian  nations.  How  the  United  States 
addresses  block  grants  will  have  a  long-lasting  and  potentially  det- 
rimental impact  on  Indian  Country.  It  is  particularly  important 
that  the  unique  tribal  issues  and  concerns  be  addressed  either 
through  amendments  to  the  block  grant  proposals,  amendments  of 
the  Public  Law  93-638,  or  other  legislative  mechanisms. 

Regardless  of  the  approach,  the  Navajo  Nation  is  willing  to  assist 
this  committee  and  Congress  to  address  the  concerns  of  Indian 
Country. 

Again,  thank  you  and  we  are  looking  forward  to  working  with 
you  on  these  issues.  Thank  you. 

Chairman  DoMENlcl.Thank  you  very  much,  President  Hale. 

[The  prepared  statement  of  Mr.  Hale  follows:] 
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PRESIDENT  ALBERT  HALE 


WRITTEN  STATEMEHT 

OF 

THE  NAVAJO  NATION 

SUBNITTSO  TO 

THE  U.S.  SENATE  BDDOET  COKMITTBE 

ON 

STATE  BLOCK  GRANT  INITIATIVES 

April  18,  1995 

The  Navajo  Nation  appreciates  the  invitation  extended  by 
the  U.S.  Senate  Budget  conmlttee  to  provide  comments  emd 
recommendations  on  the  issue  of  Welfare  Reform.  The  Navajo  Nation 
is  here  today,  not  only  to  advocate  on  behalf  of  our  Navajo 
constituents,  but  also  to  advocate  on  behalf  of  other  Indian  tribes 
who  will  definitely  experience  the  impact  of  the  state  block  grant 
initiatives  currently  before  the  Congress. 

ZNTRODnCTION 

The  Navajo  Nation  is  the  largest  and  most  populous  Indieui 
tribe  in  the  United  States  with  an  estimated  219,000  menbare.  The 
Navajo  Nation  encompasses  17.5  million  acres,  spanning  the  states 
of  Arizona,  New  Mexico  and  Utah  -  one  third  of  all  Indian  lands  in 
the  lower  48  states.  The  Navajo  Nation  is  larger  than  the  states 
of  Connecticut,  Delaware,  Maryland,  Massachusetts  and  Rhode  Island 
combined.  Given  our  geographical  composition,  the  Navajo  Nation 
often  encounters  complex  jurisdiction  issues  in  regard  to 
implenantation  of  state  and  tribal  programs,  such  as  natural 
resource  management,  environmental  protection  and  economic 
development. 

The  Navajo  Nation  ia  a  sovereign  government  with  an 
expansive  tripartite  structure,  composed  of  executive,  legislative 
and  judicial  branches.  The  functions  of  each  branch  of  government 
are  similar  to  that  of  the  federal  government:  the  legislative 
branch  creates  laws,  the  executive  branch  implements  the  laws,  and 
the  judicial  bremch  interprets  the  laws.  The  Navajo  Nation  has  a 
President  and  Vice-President  (executive) ,  who  are  elected  by  the 
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Navajo  people,  as  are  the  88  members  of  the  Navajo  Nation  Council 
(legislative) ,  while  the  CSiief  Justice  (Judicial)  is  appointed  by 
the  President  and  confirmed  by  the  Council. 

aioMiJicxxn  demographic  informatioh 

Although  the  Nava'jo  Nation  is  rich  in  natural  resources 
and  possesses  tremendous  economic  potential,  socio-economic 
conditions  on  tha  Navajo  Nation  aro  comparable  to  those  found  in 
underdeveloped  third  world  countries.  According  to  the  1990  U.S. 
Census,  approximately  one-half  of  our  people  residing  on  or  near 
the  Navajo  reservation  are  below  the  age  of  21;  and  the  Navajo 
population  is  growing  at  twice  the  national  rate.  Additionally,  in 
1992,  a  sxirvey  published  by  the  Department  of  Health  and  Human 
Services'  Indian  Health  Service  ("IHS")  reported  that  approximately 
15  percent  of  the  Navajo  population  is  under  6  years  of  age  and 
indicated  that  the  population  growth  is  expected  to  continue  with 
the  Navajo  Nation  birth  rate  determined  at  3.25  percent.  This  is 
twice  as  high  compared  to  the  1987  U.S.  birth  rate  of  1.57  percent. 
Without  question,  the  Navajo  Nation  is  concerned  about  the 
potential  impacts  on  its  people  of  the  current  block  grant 
initiatives  before  Congress. 

The  block  grant  initiatives  have  generally  focused  on 
states  receiving  and  controlling  funds  and  services,  neglecting  to 
consider  the  role  of  tribal  governments  in  providing  services  to 
tribal  members  and  others  who  benefit  from  the  various  programs. 
The  Navajo  Nation  has  had  several  negative  experiences  with  the 
current  block  grants  to  states  and  other  programs  where  funds  are 
"passed  through"  the  states.  As  well,  the  Navajo  Nation  has 
several  concerns  regarding  the  lack  of  a  consistent  approach  in 
these  congressional  block  grant  initiatives,  on  how  tribes  and 
tribal  needs  will  be  met.  In  H.R.  1214,  for  example,  the  welfare 
reform  proposal,  tribes  are  omitted  entirely,  raising  questions 
about  federal  trust  responsibility,  sovereignty  and  the  govemment- 
to-government  relationship  between  Indian  Nations  and  the  federal 
government. 
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COHCEBNS  AMD  PROBLEMS 

One  key  difficulty  with  the  block  grant  approach  to 
statos  Is  the  issue  of  the  federal  trtust  responsibility  to  tribes 
2uid  the  established  govemment-to-govemment  relationship.  If  the 
block  grant  initiatives  do  not  address  the  unique  tribal -federal 
relationship,  they  will  significantly  alter  the  expressed  federal 
policy  of  a  govemment-to-govemment  relationship  with  Indian 
Nations.  Thus,  the  federal  government  would,  by  these  proposed 
legislative  block  grant  initiatives,  undermine  long-standing, 
treaty-based,  federal  policy,  and  subject  tribes  to  the  possibility 
of  arbitrary  state  action  which  the  Indian  Commerce  Clause  of  the 
United  States  Constitution  specifically  prohibits. 

The  underlying  philosophy  of  block  gremts  is  to  allow  a 
government  orgemization  to  establish  the  terms  and  conditions  that 
would  best  fulfill  the  needs  of  their  particular  government  and 
citizens.  Block  gremts  are  based,  in  part,  on  the  idea  that  the 
particular  government  organization  would  be  in  the  best  position  to 
determine  how  the  financial  resources  would  be  used  for  the  range 
of  services  offered  to  its  citizens.  However,  by  only  offering  the 
block  grant  to  the  states,  the  Navajo  Nation  and  other  Indian 
Nations  may  or  may  not  be  considered  as  a  priority  within  a  state, 
thus  receiving  less  funds  and  therefore  may  be  unable  to  meet  the 
needs  of  their  citizens,  the  tribal  member ship. 

By  not  providing  specific  provisions  for  Indiein  Country 
in  the  various  block  grant  initiatives,  many  tribes  could  possibly 
experience  what  the  Navajo  Nation  encountered  in  the  late  1980's 
with  the  State  of  New  Mexico  in  the  Title  XX  block  grant  progrzun. 
The  State  of  New  Mexico  decided  to  tinllaterally  reduce  the  amount 
of  funding  that  was  to  be  used  for  Navajo  constituents,  in  order  to 
meet  other  state  priorities.  Effectively,  the  State  of  New  Mexico 
determined  that  the  needs  of  the  Navajo  Nation  were  not  as  critical 
as  the  needs  of  other  New  Mexico  citizens.  The  Navajo  Nation  sued 
New  Mexico  over  this  allocation  based  on  equal  protection 
violations,  the  case  went  through  the  federal  court  system  and  was 
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won  by  the  Navajo  Nation. 

Another  difficulty  with  the  state  block  grant  initiative 
arises  from  the  geographical  location  of  the  Navajo  Nation,  in  that 
its  land  base  encompasses  17.5  million  acres,  spanning  the  states 
of  Arizona,  New  Mexico  and  Utah.  Along  with  this  xinigueness,  the 
Navajo  Nation  is  also  left  in  a  precarious  situation  of  working 
with  three  different  governmental  entities,  who  operate  under  three 
separata  policies  and  procedures. 

An  ex2unple  of  the  difficulties  this  presents  involves  the 
funding  the  Navajo  Nation  receives  for  the  Job  Training  Partnership 
Act  ("JTPA")  program.  The  Nation  receives  funds  through  Uteih,  New 
Mexico  and  Arizona,  as  well  as  direct  federal  dollars  for  this 
program.  However,  each  state,  in  developing  their  own  state 
progreuns  have  developed  somewhat  different  procedures. 
Consequently,  the  Navajo  Nation  is  faced  with  different  monitoring 
and  program  procedures  depending  on  the  state,  as  well  as  the 
Navajo  Nation's  own  procedures.  These  differing  approaches  cause 
confusion  and  duplication,  as  well  as  conflicts.  This  same  result 
of  confusion  and  potential  conflict  is  likely  if  the  states  receive 
block  grants  through  other  congressional  initiatives,  and  then 
subcontract  with  the  Navajo  Nation  for  actual  service  delivery. 

Svates  subcontracting  with  tribal  governments  for  service 
delivery  also  raises  a  potential  difficulty  with  respect  to  tribal 
governments'  recovery  of  Indirect  costs.  These  costs  are 
associated  with  the  operation  of  a  particular  program,  but  are 
similar  to  "overhead"  costs.  While  tribal  governments  who  receive 
federal  money  through  contracts  or  grants  have  a  negotiated 
Indirect  cost  rate,  situations  have  arisen  in  which  states  have 
refused  to  follow  those  rates  in  state  contracts  or  grants  with  the 
tribal  government.  Expansion  of  block  grants  to  states  without 
adequate  consideration  of  tribal  needs,  presents  a  possibility  for 
states  to  restrict  tribal  governments  from  receiving  their  full 
share  of  indirect  cost  recoveries. 
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COlOCEirrS  AKD  RECOMXEHDATIOHS  oh  block  QSAMT  ZmTZATXVSS 

The  Navajo  Nation  offers  two  possible  nethods  to  address 
the  unique  needs  of  Indian  Country  and  to  help  fulfill  the  federal 
trust  responsibility, 

1.  The  concerns  of  addressing  block  grant  services  in 
Indian  Country  could  be  met  by  expanding  the  scope 
of  P.L.  93-638,  the  Indian  Self-Determination  and 
Education  Assistance  Act.  Presently,  P.L.  93-638 
covers  the  Departments  of  Interior  and  Health  and 
Hunan  services.  With  relatively  minor  amendments, 
its  scope  could  be  expanded  to  other  federal 
departments.  The  expansion  of  P.L.  93-638  would 
allow  the  Navajo  Nation  and  other  tribal 
governments  to  carry  out  the  provision  of  services 
to  their  citizens  while  maintaining  the  govemment- 
to-govemment  relationship.  One  additional 
advantage  of  P.L.  93-638  is  the  inclusion  of  tribal 
self -governance  grants  as  an  option  for  tribal 
governments . 

2.  Create  a  separate  "Indian  Title**  in  the  various 
block  grant  proposals.  These  titles  would  contain 
specific  provisions  to  protec*:  the  Navajo  Nation 
and  other  tribal  governments'  direct  govemment-to- 
govemment  relationship  with  the  United  States. 

'The  federal  government  could  provide  funds  directly 
to  tribal  governments,  through  a  mechanism  similar 
to  that  contemplated  for  state  block  grants.  Also, 
these  tribal  block  grants  should  be  funded  by  a 
specific  "set  aside"  eunount,  to  avoid  unnecessary 
state-tribal  conflicts. 


CONCLDSION 


These  block  grant  initiatives  are  of  critical  importance 
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to  the  Kavajo  Nation.  How  the  United  States  addresses  block  grants 
will  have  a  long-lasting  and  potentially  detrimental  impact  on 
Indiem  Coiintry.  It  is  particularly  important  that  the  unique 
tribal  issues  and  concerns  be  addressed,  through  eunendments  to 
these  block  grant  proposals,  amendment  to  P.L.  93-638,  or  some 
other  legislative  mechanism.  Regardless  of  the  approach,  the 
Navajo  Nation  is  willing  to  assist  this  Committee  euid  Congress 
generally  to  address  the  concerns  of  Indian  Country. 

Once  again,  the  Navajo  Nation  thanks  the  Committee,  the 
members  and  staff  for  this  opportunity  to  express  the  Navajo 
Nation's  views  on  this  crucial  issue. 

Chairman  DOMENICI.  We  would  like  to  now  hear  from  former 
Governor  of  Laguna,  Harry  D.  Early. 

STATEMENT  OF  HARRY  D.  EARLY,  CHAIRMAN,  ALL  INDLVN 
PUEBLO  COUNCIL 

Mr.  Early.  Mr.  Chairman,  Senator  Domenici,  you  and  I  have 
had  a  lot  of  interaction  over  the  past  15  years,  since  the  year  1980, 
and  I  think  we  have  become  good  friends  in  the  process  working 
together. 

Mr.  Chairman,  it  is  an  honor  and  a  privilege  to  appear  before 
you  today  to  present  testimony  on  behalf  of  the  19  Pueblo  Indian 
Tribes  of  New  Mexico.  The  Pueblo  people  send  you  their  blessings 
and  their  greetings  as  you  deliberate  over  these  matters  that  affect 
our  lives. 

Our  primary  concern  in  these  discussions  of  block  grants  is  that 
Congress  not  diminish  the  trust  responsibility  it  has  to  our  Indian 
people,  and  that  reform  does  not  undermine  tribal  sovereignty  and 
the  govemment-to-govemment  relationship  between  the  United 
States  and  Indian  tribes. 

Mr.  Chairman  and  members  of  the  committee,  I  want  to  express 
my  appreciation  for  giving  us  the  opportunity  to  be  a  part  of  this 
discussion  before  any  policy  decisions  are  made.  Our  tribal  leaders 
and  Indian  people  are  confused  and  frightened  by  all  these  discus- 
sions. We  cannot  lose  sight  of  the  fundamental  fact  that  the  United 
States  has  a  unique  obligation  to  our  population. 

This  obligation,  the  Federal  Indian  Trust  Responsibility,  is  fun- 
damental to  the  Federal  Indian  relationship  and  as  such,  the  Unit- 
ed States  has  a  special,  legally  enforceable  duty  to  ensure  that  its 
obligations  are  carried  out. 

We  strongly  support  and  welcome  the  opportunity  for  developing 
provisions  for  direct  funding  to  Indian  tribes  under  consideration 
for  consolidation  into  Federal  block  grants.  This  effort  is  consistent 
with  the  Federal  Government's  legal  and  fiduciary  responsibility  to 
tribes.  Direct  funding  is  consistent  with  the  govemment-to-govern- 
ment  relationship  between  the  Indian  tribes  and  the  Federal  Gov- 
ernment. 

Within  the  context  of  Indian  self-determination  and  the  self-gov- 
ernance compacting  by  tribal  governments,  enhancing  the  control 
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of  local  governments  over  these  programs  is  consistent  with  those 
principles.  Block  grants  must  support  the  unique  role  that  tribal 
governments  have  in  the  Federal  system.  Our  fundamental  objec- 
tive should  be  to  preserve  and  maximize  current  resources  to  meet 
the  needs  of  our  people  for  which  those  resources  are  intended. 

For  those  tribal  governments  which  are  too  small  or  unable  to 
administer  specific  federally-funded  programs,  special  consider- 
ations must  be  given  if  the  circumstances  force  them  to  rely  on 
State  governments  to  administer  those  programs  for  their  tribal 
members. 

Like  direct  funding,  contracting  for  State  welfare  services  must 
be  consistent  with  the  spirit  of  self-governance  principles.  I  believe 
that  it  is  necessary  in  this  situation  for  Congress  to  declare  a  policy 
directing  the  States  to  enter  into  agreements  and  provide  for  a  gen- 
eral framework  to  develop  tailor-made  agreements. 

Congress  should  declare  in  this  policy  that  the  United  States  de- 
sires to  preserve  and  protect  American  Indian  tribes,  that  such  pol- 
icy be  premised  on  the  continuing  role  of  tribal  governments  in  the 
American  political  fabric,  and  that  the  United  States  has  a  respon- 
sibility to  establish  a  legal  framework  to  enable  tribes  and  States 
to  achieve  maximum  cooperation  in  the  orderly  administration  of 
these  programs. 

In  any  Federal,  State,  tribal  scheme,  we  must  avoid  any  unneces- 
sary complications  as  to  the  State's  role  in  consulting,  planning, 
and  contracting  with  tribes  for  these  programs.  Tribes  under  such 
a  scheme  should  not  be  subjected  to  compete  for  funds  with  politi- 
cal subdivisions  of  the  State — example,  counties  and  rural  areas. 

Another  area  of  concern  which  must  be  addressed  which  may 
cause  potential  problems  for  the  smaller  tribes  is  the  issue  of  State 
contracts  which  are  based  primarily  on  a  cost  reimbursement  basis. 
The  smaller  tribes  just  do  not  have  the  funds  for  expenditures  be- 
fore they  are  reimbursed  by  the  State.  That  could  be  a  problem. 

Mr.  Chairman,  as  part  of  the  All  Indian  Pueblo  Council,  I  would 
like  to  relate  a  little  history  of  the  All  Indian  Pueblo  Council.  We 
established  a  Pueblo  Health  Council  in  1993  under  the  auspices  of 
the  All  Indian  Pueblo  Council  as  a  standing  committee  within  this 
historical  organization. 

The  Pueblo  Health  Council  is  fully  endorsed  by  the  19  Pueblo 
Governors,  the  parent  organization  of  the  All  Indian  Pueblo  Coun- 
cil and  by  the  officers  of  the  All  Indian  Pueblo  Council,  Inc.  As  one 
of  five  standing  committees  within  the  All  Indian  Pueblo  Council, 
the  Pueblo  Health  Council  has  at  least  one  representative  from 
each  Pueblo. 

There  are  two  co-chairmen  of  the  Pueblo  Health  Council  which 
has  an  executive  committee  of  six  members  chosen  from  the  respec- 
tive members.  The  standing  committee  of  AIPC  deals  solely  with 
health-related  issues  concerning  the  19  Pueblos. 

There  are  a  number  of  issues  which  the  State  and  Federgd  Gov- 
ernments must  recognize  as  potential  problems  when  working  with 
the  Pueblos,  and  health  care  issues  reforms  involving  Pueblo  peo- 
ple. 

Areas  which  need  attention  prior  to  combining  resources  include: 
(1)  How  does  trust  responsibility  affect  the  unique  govemment-to- 
government  relationship  of  the  Pueblos  with  the  United  States  of 
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America  and  its  inherent  responsibility  to  meet  its  moral  and  legal 
obligation  to  provide  health  care  to  Native  American  people?  (2) 
What  is  being  done  about  communication  between  the  tribes,  Pueb- 
los, and  the  State  concerning  medicaid  and  other  federally-funded 
mental  health  and  social  service  programs  which  may  be  affected 
by  proposed  Federal  block  grants? 

The  Pueblo  Health  Council  believes  that  combining  Federal  and 
State  funds  intended  for  tribal  groups  is  a  good  idea,  but  direct  in- 
clusion and  interaction  of  these  tribal  groups  with  the  State  and 
Federal  programs  is  mandatory  to  develop  strategies  and  imple- 
ment health  care  services  directly  with  those  tribal  groups. 

The  Pueblo  Health  Council  also  believes  that  federally-funded 
block  grants  destined  for  Pueblo  tribal  people  must  reach  the  tribal 
target  population.  Block  grants  should  not  be  under  administrative 
or  procedural  control  by  the  States  or  by  the  Indian  Health  Service. 

Rather,  they  should  honor  government-to-government  agree- 
ments such  that  tribes  become  self-determinant  to  the  fullest  ex- 
tent. Direct  grants  to  tribes  and  tribal  organizations  can  only  en- 
hance the  638  and/or  compacting  process  as  currently  discussed  by 
the  Indian  Health  Service  and  the  Bureau  of  Indian  Affairs. 

A  good  example  of  a  block  grant  which  is  impacting  tribes  posi- 
tively is  Public  Law  101-345,  the  Breast  and  Cervical  Cancer  Mor- 
tality Prevention  Act  of  1990.  This  Act  authorizes  CDC  to  imple- 
ment partnerships  with  State  health  agencies  to  bring  cancer  sur- 
veillance and  screening  services  to  all  women. 

This  legislation  specifically  identified  Native  American  women  in 
its  definition  of  a  high  risk  target  population  to  be  served.  In  the 
past  3  years,  this  program  has  provided  78  percent  of  all  mammo- 
grams available  to  Native  American  women. 

Further,  the  CDC  believes  that  block  grant  funding  should  be  di- 
rected and  utilized  by  tribes  or  tribal  groups  for  these  services. 
This  project  can  be  used  as  a  model  to  further  augment  block  grant 
programs  that  can  indirectly  impact  tribal  populations  and  enhance 
IHS  services  to  Native  American  people. 

In  conclusion,  Mr.  Chairman,  block  grants  may  be  a  viable  meth- 
od of  managing  resources  for  the  benefit  of  Native  American  peo- 
ples, but  only  if  certain  conditions  can  be  met.  One,  block  grants 
must  not  be  under  the  administration  or  procedural  control  by  the 
States  or  by  the  Indian  Health  Service. 

Two,  tribes  and  tribal  groups  must  be  directly  included  in  plan- 
ning to  ensure  necessary  services  are  delivered  to  Native  Ameri- 
cans. In  other  words,  I  am  saying.  Senator,  we  need  consultation 
between  your  committee  and  the  Committee  for  Indian  Affairs. 

I  thank  you  for  the  opportunity  to  appear  before  you  in  today's 
hearing. 

Chairman  DOMENICI.  Thank  you  very  much. 

[The  prepared  statement  of  Mr.  Early  follows:] 
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STATEMENT  OF  CHAIRMAN  HARRY  EARLY 
ALL  INDIAN  PUEBLO  COUNCIL 

Mr.  Chairman,  it  is  an  honor  and  a  privilege  to  appear  before  you 
today  to  present  testimony  on  behalf  of  the  19  Pueblo  Indian  Tribes 
of  New  Mexico.  The  Pueblo  people  send  you  their  blessings  and 
their  greetings,  as  you  deliberate  over  these  Matters  that  affect 
their  lives. 

Our  primary  concern  in  these  discussions  of  block  grants,  is  that 
Congress  not  diminish  the  trust  responsibility  it  has  to  our  Indian 
people,  and  that  reform  does  not  undermine  Tribal  sovereignty  and 
the  government-to-government  relationship  between  the  United  States 
and  Indian  tribes. 

Mr.  Chairman  and  members  of  the  Committee,  I  want  to  express  my 
appreciation  for  giving  us  an  opportunity  to  be  part  of  this 
discussion  before  any  policy  decisions  are  made.  Our  Tribal 
Leaders  and  Indian  people  are  confused  and  frightened  by  all  these 
discussions. 

We  cannot  lose  sight  of  the  fundamental  fact  that  the  United  States 
has  a  unique  obligation  to  our  people.  This  obligation,  the 
Federal  Indian  trust  responsibility  is  fundcunental  to  the  federal 
Indian  relationship  and  as  such,  the  United  States  has  a  special, 
legally  enforceable  duty  to  ensure  that  its  obligations  are  carried 
out. 

We  strongly  support,  and  welcome  the  opportunity  for  developing 
provisions  for  direct  funding  to  Indian  Tribes  under  consideration 
for  consolidation  into  Federal  block  grants.  This  effort  is 
consistent  with  the  Federal  Government's  legal  and  fiduciary 
obligations  to  Tribes.  Direct  funding  is  consistent  with  the 
government-to-government  relationship  between  the  Indian  tribes  and 
the  Federal  Government. 

Within  the  context  of  Indian  Self-Determination  and  the  Self- 
Governance  compacting  by  Tribal  Governments,  enhancing  the  control 
of  local  governments  over  these  progreuns  is  consistent  with  those 
principles.  Block  grants  must  support  the  unique  role  that  Tribal 
Governments  have  in  the  Federal  system.  Our  fundamental  objective 
should  be  to  preserve  and  maximize  current  resources  to  met  the 
needs  of  our  people  for  which  those  resources  are  intended. 
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Page  Two 

For  those  Tribal  Governments  which  are  too  small  or  unable  to 
administer  specific  federally  funded  progreims,  special 
considerations  must  be  given  if  the  circumstances  force  them  to 
rely  on  State  Governments  to  administer  those  programs  for  their 
Tribal  members.  Like  direct  funding,  contracting  for  State  welfare 
services  must  be  consistence  with  the  spirit  of  Self-Governance 
principles. 

I  believe,  that  it  is  necessary  in  this  situation  to  declare  a 
policy  directing  states,  to  enter  into  agreements  and  provide  for 
a  general  framework  to  develop  tailor  made  agreements.  Congress 
should  declare  in  this  policy  that  the  United  States  desires  to 
preserve  and  protect  American  Indian  Tribes,  that  such  policy  be 
premised  on  the  continuing  role  of  Tribal  Governments  in  the 
American  political  fabric,  and  that  the  United  States  has  a 
responsibility  to  establish  a  legal  fraunework  to  enable  Tribes  and 
States  to  achieve  maximum  cooperation  in  the  orderly  administration 
of  these  programs. 

In  any  Federal,  State,  Tribal  scheme  we  must  avoid  any  unnecessary 
complications  as  to  the  State's  role  in  consulting,  planning,  and 
contracting  with  tribes  for  these  programs.  Tribes  under  such  a 
scheme  should  not  be  subjected  to  compete  for  funds  with  political 
(county,  rural)  subdivisions  of  the  State. 

Another  area  of  concern  which  must  be  addressed  which  may  cause 
potential  problems  for  the  smaller  Tribes,  is  the  issue  of  State 
contracts  which  are  based  on  cost  reimbursement  basis.  The  smaller 
Tribes  do  not  have  the  funds  for  expenditures  before  they  are 
reimbursed  by  the  State. 

I  now  want  to  turn  to  the  Honorable  Representative  Nick  Salazar, 
one  of  the  ranking  and  Senior  Legislators,  one  of  our  best  friends 
and  advocate,  to  give  you  the  State  of  New  Mexico's  perspective  on 
direct  block  grants  funding  to  States. 

Thank  you  Mr.  Chairman  for  the  opportunity  to  appear  before  this 
Committee  today. 
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Pueblo   Health   Council 

POSITION  PAPER  ADDRESSING 
PUEBLO  HEALTH  CARE  ISSUES  AND  FEDERAL  BLOCK  GRANTS 

The  Pueblo  Health  Council  was  established  in  199  3  under  the 
auspices  of  the  All  Indian  Pueblo  Council  (AlPC)  as  a  standing  committee 
within  this  historical  organization.     The  Pueblo  Health  Council  is  fully 
endorsed  by  the  nineteen  Pueblo  Governors,  the  parent  organization  of  the 
All  Indian  Pueblo  Council  and  by  the  officers  of  the  all  Indian  Pueblo 
Council,  Inc.    As  one  of  five  standing  committees  within  the  All  Indian 
Pueblo  Council,  the  Pueblo  Health  Council  has  at  least  one  representative 
from  each  Pueblo.    There  are  two  co-chairmen  of  the  Pueblo  Health  Council 
which  has  an  Executive  Committee  of  six  members,  chosen  from  the 
respective  members.    This  standing  committee  of  AlPC  deals  solely  with 
health  related  issues  concerning  the  19  Pueblos. 

There  are  a  number  of  issues  which  the  State  and  Federal 
governments  must  recognize  as  potential  problems  when  working  with  the 
Pueblos  and  health  care  issues/reforms  involving  Pueblo  people.    Areas 
which  need  attention  prior  to  combining  resources  include: 

(1).     How  does  trust  responsibility  affect  the  unique  government- 
to-government  relationship  of  the  Pueblos  with  the  United 
States  of  America  and  its  inherent  responsibility  to  meet  its 
moral  and  legal  obligation  to  provide  health  care  to  Native 
American   people? 

(2).    What  is  being  done  about  communication  between  the 

Tribes/Pueblos  and  the  State  concerning  Medicaid  and  other 
federally  funded  Mental  Health  and  Social  Services  programs 

Page  1 
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which  may  be  affected  by  proposed  federal  block  grants?    X 

The  Pueblo  Health  Council  believes  that  combining  Federal/State 
funds  intended  for  Tribal  Groups  is  a  good  idea,  but  direct  inclusion  and 
interaction  of  these  Tribal  Groups  with  the  State  and  Federal  programs  is 
mandatory  to  develop  strategies  and  implement  Health  Care  Services 
directly  with  those  Tribal  Groups. 

The  Pueblo  Health  Council  also  believes  that  federally  funded  block 
grants  destined  for  Pueblo/Tribal  people  must  reach  the  tribal  target 
population.    Block  Grant  funds  should  not  be  under  administrative  or 
procedural  control  by  the  states  or  by  Indian  Health  Service.    Rather,  they 
should  honor  government  to  government  agreements  such  that  tribes 
become  self-determinant  in  the  fullest  extent.    Direct  grants  to  tribes  and 
tribal  organizations  can  only  enhance  the  638  and/or  compacting  process 
as  currently  discussed  by  the  Indian  Health  Service  and  Bureau  of  Indian 
Affairs. 

A  good  example  of  a  block  grant  which  is  impacting  tribes  positively 
is  PL  101-345,  the  Breast  and  Cervical  Cancer  Mortality  Prevention  Act  of 
1990.    This  act  authorized  CDC  to  implement  partnerships  with  state 
health  agencies  to  bring  cancer  surveillance  and  screening  services  to  all 
women.     This  legislation  specifically  identified  Native  American  women   in 
its  definition  of  a  higher  risk  target  population  to  be  served.    In  the  past 
three  years,  this  program  has  provided  78%  of  all  mammograms  available 
to  Native  American  women.    Further,  the  CDC  believes  that  block  grant 
funding  should  be  directed  and  utilized  by  tribes  or  tribal  groups  for  these 
services.    This  project  can  be  used  as  a  model  to  further  augment  block 
grant  programs  that  can  directly  impact  tribal  populations  and  enhance 
IMS  services  to  Native  American  people. 

In  conclusion,  block  grants  may  be  a  viable  method  of  managing 
resources  for  the  benefit  of  Native  American  peoples,  but  only  if  certain 
conditions  can  be  met: 

(1)  Block  Grant  funds  must  not  be  under  administrative  or 
procedural  control  by  the  states  or  by  Indian  Health  Service. 

(2)  Tribes  and  Tribal  Groups  must  be  directly  included  in  planning  to 

assure  necessary  services  are  delivered  to  Native  Americans; 
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Chairman  DoMENlci.  Secretary  Harden,  New  Mexico  Department 
of  Labor,  would  you  proceed  next? 

STATEMENT  OF  CLINTON  D.  HARDEN,  JR.,  SECRETARY, 
DEPARTMENT  OF  LABOR,  STATE  OF  NEW  MEXICO 

Mr.  Harden.  Mr.  Chairman,  thank  you,  and  with  your  permis- 
sion, I  will  offer  my  written  testimony. 
Chairman  Domenici.  It  will  be  made  a  part  of  the  record. 
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Mr.  Harden.  And  I  will  simply  highlight  what  we  have  to  offer. 

Chairman  DOMENICI.  Thank  you  very  much. 

Mr.  Harden.  Certainly  we  support  the  need  for  a  systemic 
change  to  achieve  a  mutual  goal,  and  that  goal  is  self-sufficiency 
for  as  many  people  as  possible.  This  self-sufficiency  can  only  be  ob- 
tained when  the  needs  of  employers  of  a  world-class  work  force  are 
met,  and  when  we  as  a  society  can  produce  workers  who  are  well- 
trained  and  prepared  for  the  jobs  available. 

Consolidation,  block  grants,  streamlining  of  administration,  and 
giving  States  a  greater  say  in  running  programs  are  all  appropriate 
to  creating  a  locally-driven,  unified  service  delivery  system  which 
we  all  seek. 

Mr.  Chairman,  we  understand  legislation  to  consolidate  many 
programs  will  most  probably  result  in  reduced  funding  under  var- 
ious block  grants  to  the  State.  Therefore,  it  is  imperative  that  the 
Federal  Government  provide  the  States  with  as  much  freedom  as 
possible  to  determine  how  to  best  apply,  manage  and  consolidate 
programs  with  the  more  limited  resources  available. 

Block  grants  will  provide  the  States  with  flexibility,  accountabil- 
ity, and  streamlined  administration.  I  believe  that  greater  effi- 
ciency will  be  a  by-product  of  such  action,  but  only  when  strategic 
alliances  are  formed  with  Federal,  local,  public  and  private  entities 
will  we  be  able  to  show  the  greatest  return  for  our  investment. 

Based  on  the  testimony  that  has  been  given  today,  I  believe  the 
following  recommendations  are  appropriate.  First,  Federal  statu- 
tory consolidation  of  block  granting  would  constitute  a  major  step 
towards  helping  States  consolidate  their  own  infrastructure  and 
programs. 

By  consolidating  as  many  specific  programs  as  possible — and 
here  I  speak  primarily  of  the  employment  and  training  programs 
which  the  Departments  of  Labor,  Education  and  Human  Service 
administer  in  this  State  collectively — the  States  could  create  uni- 
fied administrative  structures  that  would  include  all  separate  pro- 
grams now  operating  under  a  plethora  of  different  statutes. 

Statewide,  one-stop  career  center  development  would  move  for- 
ward more  rapidly  under  consolidation  in  block  granting. 

Second,  States  could  sustain  and  even  add  to  programs  with  con- 
solidation in  block  grants.  All  programs,  designs  and  elements 
would  continue  to  be  available,  but  with  more  opportunity  for  rapid 
improvements,  trying  out  new  initiatives  and  enjoying  the  flexibil- 
ity to  customize  services  to  each  eligible  customer  based  on  their 
individual  needs  and  the  needs  of  business  and  industry. 

Third,  we  the  States — and  certainly  New  Mexico — could  reduce 
multiple  fragmented  eligibility  requirements  or  determinants  to 
one,  based  on  family  income.  Using  a  single  and  universgd  eligi- 
bility definition  of  economically  disadvantaged,  and  prioritizing  ap- 
plicants and  customers  based  on  lowest  family  income,  we  could 
streamline  intake,  reduce  administrative  cost,  and  eliminate  artifi- 
cial barriers  to  serving  people  with  the  highest  need. 

Finally,  Mr.  Chairman,  each  State  must  create  a  unified  govern- 
ing and  oversight  authority.  We  are  discussing  the  creation  of  a 
State  Human  Resource  Investment  Council  to  emerge  from  our  ex- 
isting State  Job  Training  Coordinating  Council. 
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As  such,  a  unified  governing  and  oversight  authority  would  be  di- 
rectly answerable  to  the  Governor.  This  Human  Resource  Invest- 
ment Council  concept  has  evolved,  gained  popularity,  and  in  many 
States  now  exists  to  serve  as  a  catalyst  to  improve  the  delivery  of 
human  resource  service  to  all  its  clients. 

Since  New  Mexico  already  has  the  basic  components  of  a  work 
force  investment  system  in  place,  and  a  relatively  small  State  bu- 
reaucracy overall,  the  creation  of  a  Human  Resource  Investment 
Council  would  further  strengthen  the  administration,  leadership 
and  coordination  necessary  to  get  the  biggest  bang  for  the  buck  at 
the  State  and  local  level. 

Finally,  Mr.  Chairman,  let  me  assure  you  that  our  Governor, 
Gary  Johnson,  has  already  taken  independent  initiatives  to  consoli- 
date, to  streamline,  to  reduce  costs,  and  to  make  government  more 
efficient  without  any  loss  in  service  or  assistance  to  those  in  need. 

Give  us  fewer  statutory  fragments,  give  us  as  a  State  more  au- 
thority, discretion,  and  accountability  to  plan,  design  and  admin- 
ister our  own  programs  and  we  will  give  you  and  the  people  the 
performance,  efficiency,  and  expertise  available. 

Thank  you,  Mr.  Chairman. 

Chairman  DoMENici.  Thank  you  very  much,  Mr.  Secretary. 

[The  prepared  statement  of  Mr.  Harden  follows:] 


243 

TESTIMOHY  OF 
CI.TWTOM   p.    HARDEN.    JR..    BBCRETARY 

yaw  MBxioo  dbpartmemt  of  labor 

BBPORB    <rmj    ITNITBD    STATES    BBNATB 
PUDGHT   CftMKTTTWB    ^T    ITff   HKft^'TWfi* 

MTORNIHG  DBGISIOHS   TO  TOE   8TATE 

APRIL    16.    19 95 


PREAKBLB 

Thank  you  Mr.  Chairman  for  the  opportunity  to  appear  before  the 
United  States  Senate  Budget  Coannittee  to  provide  testimony  on 
Returning  Decisions  to  tlie  State;  specifically*  on  Federal  Grants. 

I  am  here  today  as  cabinet  Secretary  of  the  New  Mexico  Department 
of  Labor.  We  appreciate  the  attention  this  Committee  is  giving  to 
these  issues  which  will  inevitably  result  in  consolidating  multiple 
and  fragmented  hiiman  services  programs,  we  support  the  need  for 
systemic  change  to  achieve  a  mutual  goal  ~  self-sufficiency  for  as 
many  people  as  possible.  This  self-sufficiency  can  only  be 
attained  when  the  needs  of  employers  for  a  "world  class"  workforce 
are  met,  and  when  we  can  produce  workers  who  are  veil-trained  and 
prepared  for  the  ^obs  available. 

Consolidation,  block  grants,  streamlining  administration  of 
programs,  and  giving  states  a  greater  say  in  running  programs  are 
all  appropriate  to  creating  the  locally-driven,  unified  service 
delivery  system  we  all  seek. 


244 

We  understand  legislation  to  consolidate  man;  programs  will  most 
probably  result  in  reduced  funding  under  various  bloclc  grants  to 
the  State.  This  has  many  ii^plieaticns .  Block  grants,  to  be 
meaningful,  must  allow  each  state  to  regulate  its  evn  programs. 
The  states  have  been  the  grass  roots  deliverers  of  programs  for  as 
long  as  the  federal  government  has  funded  them,  and  ve  have 
tremendous  expertise  to  do  it  right  and  vith  full  aocounteOjility. 
Under  the  many  federal  statutes  enacted  over  the  years,  the  states 
have  had  the  task,  responsibility,  authority  and  lieibility  to 
implement  those  laws  as  expeditiously  as  possible.  Jmd  we  have 
done  that  consistently  over  the  years.  Therefore,  it  is  imperative 
that  the  Federal  Government  provide  the  states  with  as  much  freedom 
as  possible  to  determine  how  to  best  apply  and  manage  the 
consolidated  programs  with  the  more  limited  resources  available. 

When  I  talk  about  state  flexibility  and  accountability  and 
streamlining  administration,  I  believe  also  that  greater  efficiency 
will  be  a  by-product  of  such  actions,  and  that  working  in 
partnership  with  federal,  local,  p\iblic  and  private  entities,  we 
will  then  be  able  to  shew  the  greatest  returns  on  investment. 

A  MORS  EFFICIKKT  CUSTOMER- DRIVEN  SYSTEM 
When  we  talk  cU>out  mere  efficiency  and  customer-driven  systems,  we 
have  only  to  review  several  recent  reports  from  your  own  GAO 
(Government  Accounting  Office) ,  as  well  «»  Many  other  independent 
studies  and  appraisals,  which  argue  strongly  Cor  a  major  overhaul 
and  consolidation  of  programs.  The  conclusions  offered  by  experts 
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ov«r  and  over  again  support  more  decentreaisetS  program  delivery  and 
administration.   Sinply  stated,  the  reasons  are: 

1.  Easier  access  to  services; 

2.  More  efficient  use  of  resources; 

3.  Continuing  a  vide  variety  of  employment  and  training 
options  while  simultaneously  reducing  or  streamlining  the 
n'iw>iAf  of  separately  administered  progrztms; 

4.  Customising  training  to  individual  needs  and  capacities^ 
including  the  specific  needs  of  industry; 

5.  Holding  program  administrators  more  accountable  for 
quantifiable  results; 

6.  Allowing  locai  providers  the  flexibility  to  determine  how 
best  to  allocate  resources  and  meet  the  needs  of  their 
own  communities;  and 

7.  Eliminating  conflicting  program  eligibility  and  ether 
reporting  and  documentation  requirements/  thus  lessening 
unnecessary  administrative  procedures  as  much  as 
possible. 

RECOMMEWPATIOKS 
In  the  short  time  I  have  before  you  I  oaik     make  several 
recommendations  based  on  the  comments  I  have  madet 

FIRST:  Federal  statutory  consolidation  and  block  granting  would 
constitute  a  major  step  toward  helping  states  consolidate  their  own 
infrastructure  and  programs.  By  consolidating  as  many  specific 
programs  as  possible/  and  here  I  speak  primarily  of  the  "Bnploynent 
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and  Training  Programs"  which  the  Departments  of  Labor,  Education 
and  Human  serviees  administer  collectively,  the  states  could  create 
unified  administrative  structures  that  vould  include  all  separate 
progriuns  now  operated  under  a  plethora  of  different  statutes  (refer 
to  Exhibit  1) .  Other  identified  'ispeeial  Population"  programs 
could  also  be  grzmdfathered  into  the  combined  administrative 
autliority  on  a  transitional  schedule  and  statewide  "One-Stop  Career 
center"  development  would  move  forweurd  more  rapidly  under 
consolidation  and  block  granting. 

SECOND:  States  would  sustain  and  even  add  to  program  options  with 
consolidation  and  block  grants.  All  progreun  designs  and  elements 
would  continue  to  be  available  but  with  more  opportunity  for  rapid 
improvements,  trying  out  new  Initiatives,  and  enjoying  the 
flexibility  to  cnstomige  services  to  each  eligible  customer  based 
on  their  inaividualiged  needs  amd  the  needs  of  business  and 
industry.  Program  efficacy,  and  not  solely  cost,  would  dictate 
what  services  are  offered. 

THIRD:  We,  the  states  and  certainly  Mew  Mexico,  could  reduce 
multiple  and  fragmented  eligibility  determinants  to  one,  based  on 
family  income.  Using  a  single  and  universal  eligibility  definition 
of  "Economically  Disadvantaged"  and  prioritizing  applicants  and 
customers  based  on  the  lowest  family  income  (using  OMB  or  even  XRS 
criteria) ,  we  would  streamline  intake,  reduce  administrative  cost 
and  eliminate  artificial  barriers  to  serving  people  with  high  need. 
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FOT7RTR:  We  also  plan  in  our  state  to  establisli  fixed  maxiattm 
Individual  resout-ce  availability  oeilin98  for  each  customer  or 
participant,  on  a  sliding  scale,  we  have  talked  about  establishing 
five  (5)  maximum  dollar  ceilings  of  annual  availability  for 
eligible  customers  based  on  family  income  levels*  This  would 
create  predetermined  "accounts"  for  each  individual,  allowing 
program  administrators  and  participants  to  know  in  advance  what 
total  support  is  being  authorized.  This  personal  resource 
availability,  whether  provided  direotly  or  indirectly,  would  cover 
all  public  training  and  training  support  allowonces  for  each 
participant. 

fifth:  Based  on  any  special  or  significant  need  for  targeted 
services  within  each  state  -  a  Governor  would  have  the  option  of 
setting  aside  a  ten  (10),  fifteen  (15),  or  even  twenty  (20)  percent 
of  total  enrollment  "window*'  to  serve  any  partioular  populations 
outside  of  the  economically  disadvantaged  universe. 

BIXTH  and  last:  we  are  also  heading  toward  creation  of  a  state 
Human  Resources  Investment  Council  (SERIC)  to  emerge  from  our 
existing  State  Job  Training  Coordinating  Council  (SJTCC)  as  a 
unified  governing  and  oversight  authority  directly  answerable  to 
the  Governor.  The  Ruman  Resource  Investment  Council  concept  has 
evolved,  gained  popularity  and  in  neuiy  states  now  exists  to  serve 
as  a  catalyst  to  improve  the  delivery  of  human  resource  services 
for  all  clients.  And  since  New  Mexico  already  has  the  basic 
components  of  a  worKforce  investment  system  in  place  and  a 
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relatively  small  state  bureaucracy  overall,  the  creation  of  a  Humem 
Resource   Investnent   Council   would   further   strengthen   the 
administration,  leadership,  and  coordination  necessary  to  get  the 
greatest  "bang  for  the  buck*<  at  state  and  local  levels. 

Finally,  let  me  assure  you,  our  Governor,  Gary  Johnson,  has  already 
taken  independent  initiatives  to  consolidate,  to  streamline,  to 
reduce  cost,  to  maXe  government  more  efficient  without  any  loss  in 
service  or  assistance  to  those  in  need.  Give  us  fewer  statutory 
fragments;  give  us  more  authority,  discretion  and  accountability  to 
plan,  design  and  administer  our  own  programs,  and  ve  will  give  you 
performance,  efficiency,  expertise  '— •  and  results!! 
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F.Thihif  1 


Major  Federal  Funding  Sources 
and 
Relative  Percent  Each  Shares  of  Total  Fiscal  Year 
1995  Allocation 

Job  Trainiiig  Partnership  Act  (JTPA)  23V. 
School-to- Work  Opportnnfti«s  Act  !*/• 


Wagner  Peyser  AcU 

State  Employment  Services  4%  I 

One-Stop  Career  Centers  .05%/        ^ 

National 
Appreatlceslup  Act  .05% 

State  Unemployment 
Insurance  Admlnistratioii 
CTitle  EX  of  Social 
Security  Ad)  15% 


Rehabilitation  Act  10*^ 


Adult  Education  Act  IV. 

.Carl  Perldm  Vocational  and 
AppUed  Tcchnolocy  Act  5% 

Job  Opportunities  and 

Basic  SIdns  (JOBS)  6'/. 

Senior  Comnumity  Service 
Employment  Proeram  (SCSEP) 
(TMe  V  Older  American  Act)  .05% 


Higher  Education  Act: 

Pell  Grant  and  other  Financial  Aid  33% 

Cooperative  Education  Program  .05V» 
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Chairman  DOMENICI.  Bill  Fulginiti,  New  Mexico  Municipal 
League.  It  is  good  to  have  you,  Bill.  I  am  sorry  you  had  to  wait 
until  the  end,  but  that  does  not  happen  to  you  very  often,  so  today 
we  will  just  have  to  account  for  it. 

STATEMENT  OF  WILLIAM  F.  FULGINITI,  EXECUTIVE  DIREC- 
TOR, NEW  MEXICO  MUNICIPAL  LEAGUE,  STATE  OF  NEW 
MEXICO 

Mr.  Fulginiti.  Thank  you,  Mr.  Chairman.  I  appreciate  the  op- 
portunity to  be  here.  I,  too,  wish  to  offer  my  written  testimony  for 
the  record  and  just  go  through  it  and  pick  out  some  highlights. 

I  am  here  today  on  behalf  of  over  1,000  municipal  elected  offi- 
cials representing  our  cities,  towns  and  villages.  Mr.  Chairman,  you 
may  remember  you  were  one  of  those  leaders  in  your  past  history 
of  political  activity  in  New  Mexico. 

We  would  like  to  offer  our  support  to  reduce  the  Federal  deficit 
and  the  National  debt  and  your  efforts  to  do  that,  and  to  urge  that 
any  action  you  take,  especially  with  regards  to  block  grants,  estab- 
lish a  clear  role  for  local  governments. 

I  am  going  to  perhaps  differ  from  all  of  the  testimony  you  heard 
today,  saying  we  would  like  to  have  block  grants,  we  would  like  to 
have  the  flexibility.  We,  too,  would  like  to  see  that,  but  it  comes 
with  an  understanding  that  there  must  be  a  role  for  local  govern- 
ment here  in  New  Mexico. 

I  think,  for  the  record,  I  would  like  to  remind  those  people  here 
in  the  State  government  and  perhaps,  Mr.  Chairman,  yourself,  that 
local  governments  in  New  Mexico  do  not  have  unlimited  resources. 
Our  taxing  authority  is  limited  by  the  State  and  we  are  47th  in  the 
United  States  in  fiscal  autonomy  as  it  relates  to  the  State  govern- 
ment. 

But  we  do  not  have  a  great  degree  of  flexibility  to  raise  revenue, 
if  the  block  grant  systems  that  are  being  proposed  indeed  affect  the 
way  we  deliver  our  services. 

Not  only  are  we  47th  in  the  Nation  in  fiscal  autonomy,  Mr. 
Chairman,  we  are  the  leaders  in  New  Mexico  in  providing  infra- 
structure financing  in  this  State.  Contrary  to  popular  belief.  New 
Mexico  cities  do  indeed  have  invest  in  infrastructure.  We  have  out- 
standing a  billion  dollars  in  debt,  which  is  about  a  dollar-for-dollar 
with  our  general  fund  appropriations  in  the  aggregate. 

The  State  government  has  less  than  about  a  third  of  a  billion  dol- 
lars, and  the  counties  have  about  $70  million.  If  you  look  at  that 
in  perspective,  we  are  investing  a  billion  dollars  today  in  outstand- 
ing debt  in  infrastructure  and  we  need  to  be  able  to  maintain  that 
to  develop  the  kind  of  service  patterns  we  need  here. 

We  also  strongly  support  your  position  that  taxes  should  not  be 
cut  unless  a  significant  deficit  reduction  has  been  achieved.  That 
is  not  a  popular  position,  I  understand.  The  House  has  already 
passed  its  version  of  tax  cuts  and  will  not  be  a  popular  position  for 
you  as  chairman  in  your  committee  as  you  develop  your  proposals, 
but  we  support  that  and  would  offer  our  assistance. 

We  also  realize  that  going  hand  in  hand  with  reducing  the  Fed- 
eral deficit  is  an  opportunity  to  restructure  government  a  little  bit 
and  perhaps  develop  a  good  block  grant  system. 
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Some  devolution  of  responsibility  is  probably  necessary  to  the 
States;  some  must  incorporate  local  decision-making,  and  some — 
and  these  are  the  ones  I  would  like  to  talk  a  little  bit  about  today, 
such  as  community  development  block  grant  programs,  housing, 
and  public  safety — should  remain  and  go  directly  to  local  govern- 
ments. 

We  do  not  support  the  incorporation  of  those  at  the  State  level. 
We  think  that  to  add  a  layer  of  bureaucracy  and  politics  in  the  de- 
livery of  those  services  would  be  counter-productive.  Perhaps  that 
is  contrary  to  what  you  have  heard  so  far  today. 

Chairman  DOMENICI.  No,  it  is  not.  Everybody  says  that  that  is 
not  in  State  government.  They  say,  well,  fine,  just  make  sure  when 
it  stops  over  in  Santa  Fe,  that  Santa  Fe  does  not  turn  into  the  Fed- 
eral Government  and  have  all  the  same  strings  and  regulations.  So 
you  are  making  a  point,  there  is  no  question  about  that. 

Mr.  FULGINITI.  Thank  you.  Senator.  I  would  like  to  talk  a  minute 
about  deficit  reduction.  We  did  not  concentrate  a  lot  on  that  today 
and  I  would  like  to  outline  some  of  the  ideas  I  think  a  plan  should 
include. 

First  of  all,  I  think  put  all  budget  elements  on  the  table.  That 
means  all  entitlement  programs,  tax  expenditures,  revenues,  de- 
fense, and  domestic  discretionary  spending.  That  includes  our  pro- 
grams. Our  programs,  as  you  might  realize,  have  been  cut  75  per- 
cent in  the  last  ten  or  15  years,  and  I  think  that  should  be  consid- 
ered, too,  when  you  are  developing  a  budget  plan.  We  have  edready 
taken  massive  cuts  in  domestic  assistance. 

We  think  we  should  not  discriminate  against  any  income  group 
or  against  low  and  moderate  income  families  and  children.  First  of 
all,  we  should  not  make  matters  worse  and  leave  them  on  the  door- 
step of  local  governments.  I  hope  any  plan  would  not  do  that. 

We  must  not  impose  unfunded  Federal  mandates.  That  is  a  very 
popular  saying  today,  and,  of  course,  you  have  all  passed  the  bill 
that  accomplishes  that.  I  would  like  to  add  one  sort  of  comment  to 
that.  Instead  of  unfunded  mandates,  what  we  are  hearing  more 
and  more  today  is  defunded  mandates,  and  defunded  mandates,  I 
guess,  go  along  with  recessionary  cuts  that  you  just  did  in  Con- 
gress. 

In  other  words,  for  those  in  the  audience  who  may  not  be  famil- 
iar with  defunded  mandates,  that  is  where  we  have  a  program  that 
was  funded  and  Congress  decides  to  take  the  money  back,  and  then 
we  still  have  the  mandate;  however,  we  no  longer  have  the  money. 
We  hope  your  plan  would  not  include  significant  defunded  man- 
dates. 

Chairman  Domenici.  I  think  if  we  do  that  in  the  future,  that  it 
does  raise  its  head  up  about  its  inconsistency  with  the  new  law 
that  we  passed.  I  am  not  sure  it  covers  that  precisely,  but  it  would 
be  raised. 

Mr.  FULGINITI.  I  am  not  sure  either. 

Chairman  DOMENICI.  It  is  a  good  point. 

Mr.  FULGINITI.  We  would  like  to  talk  a  little  bit  then  about  some 
of  the  things  that  we  think  should  go  into  block  grants  and  what 
we  think  we  need  to  do  just  here  in  New  Mexico  and  perhaps  na- 
tionally with  our  Board  of  Directors  of  the  National  League  of 
Cities. 
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The  first  thing  we  urge  you  to  do  is  provide  sufficient  transition 
periods.  You  have  heard  that  all  morning  about  transition  periods. 
We  would  like  to  re-emphasize  that.  That  is  the  number  one  item, 
our  transitionary  periods. 

Second,  we  believe  any  changes  must  address  equity,  effective 
federalism,  investment  for  the  future,  and  efficiency.  Mr.  Chair- 
man, that  goes  back  again  to  putting  everything  on  the  table. 

We  think  that  any  program  designs  should  address  the  diversity 
of  our  State  here.  We  have  high  levels  of  immigrants,  we  have  lev- 
els of  poverty  in  this  State  that  are  not  consistent  with  other 
States,  and  your  plan  should  account  for  that. 

I  would  like  to  summarize  by  saying,  any  effective  Federal,  State 
and  local  government  partnerships  must  neither  impose  unfunded 
Federal  mandates,  nor  have  the  effect  of  converting  local  assistance 
to  State  control. 

Mr.  Chairman,  I  think  that  is  an  appropriate  place  for  me  to  stop 
and  I  would  like  to  make  that  part  of  the  record. 

Chairman  Domenici.  Thank  you  very  much. 

[The  prepared  statement  of  Mr.  Fulginiti  follows:] 
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Good  morning,  Mr.  Chairman.  My  name  is  Bill  Fulginltl.  i  am  trie 
Executive  Director  of  the  New  Mexico  Municipal  League. 

I  am  here  today  on  behalf  of  more  than  1,000  municipal  elected 
officials  representing  New  Mexico's  cities  and  towns  to  offer  our  support  for 
significant  action  to  reduce  the  federal  deficit  and  the  national  debt,  and 
to  urge  that  any  action  you  take-especially  with  regard  to  block  grants- 
establish  a  clear  role  for  local  governments. 

The  number  one  priority  our  members  share  with  city  elected  officials 
across  the  country  is  reducing  the  federal  deficit  and  national  debt. 
Consequently,  we  both  applaud  your  courage  and  commitment,  and  we 
look  forward  to  working  with  you  to  achieve  that  goal,  we  note  that 
despite  all  the  talk  coming  from  the  House  and  the  repeated  promises,  you, 
Mr.  Chairman,  will  be  the  first  not  only  to  propose  a  credible  plan  to  balance 
the  federal  budget,  but  also  the  first  to  initiate  Congressional  action. 

Local  leaders  recognize  it  is  time  for  a  significant  change  in 
governance  and  in  the  role  of  the  federal  government,  we  support 
fundamental  changes  to  reduce  federal  deficits  and  to  make  government 
more  effective  and  accountable,  we  believe  that  deficit  reduction  is 
Important,  but  that  it  should  not  come  at  the  expense  of  addressing  New 
Mexico's  human  and  infrastructure  investment  needs. 

we  strongly  believe  that  all  budget  elements  -  all  entitlement 
programs,  tax  expenditures,  revenues,  defense,  and  discretionary  spending  - 
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must  be  on  the  table  for  any  credible  and  equitable  deficit  reduction  effort, 
we  strongly  support  your  position  that  taxes  should  not  be  cut  unless  and 
until  significant  deficit  reduction  has  been  achieved. 

Mr.  Chairman,  we  believe  that  eliminating  the  federal  deficit  must  go 
hand-in-hand  with  balancing  decision-making  responsibility  among  local, 
state,  and  federal  leaders,  we  believe,  and  know  that  you,  as  a  former 
municipal  leader,  recognize  that  proposals  to  devolve,  downsize,  or  block 
grant  federal  programs  to  state  governments  could  have  significant  impacts 
on  local  governments,  some  devolution  of  responsibilities  to  states  might 
be  appropriate;  some  must  incorporate  a  local  role;  some-such  as  the 
Community  Development  Block  Grant  program,  housing,  and  public  safety 
should  remain  or  go  directly  to  local  governments,  in  some  instances, 
adding  a  new  layer  of  bureaucracy  and  politics  to  the  delivery  of  federal 
dollars  to  programs  and  services  at  the  local  level  would  be 
counterproductive. 

Any  deficit  reduction  budget  plan  should: 

•  Put  all  budget  elements  "on  the  table":  all  entitlement 
programs,  tax  expenditures,  revenues,  defense,  and  domestic 
discretionary  spending; 

•  Consider  non-means-tested  entitlements  for  cuts  as  well  as 
means-tested  entitlements; 

•  Not  discriminate  against  any  income  group  or  against  low-and- 
moderate-income  families  and  children; 

•  Not  make  problems  worse  and  leave  them  on  the  doorstep  of 
local  government; 
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•  Not  impose  unfunded  federal  mandates,- 

•  Not  have  the  effect  of  converting  direct  local  assistance  to  state 
control; 

•  Not  impose  disproportionate  burdens  on  cities  and  rural  towns 
in  cutting  discretionary  programs; 

•  Set  aside  a  portion  of  savings  for  investment; 

•  Treat  public  safety  as  a  critical  priority; 

•  Ensure  long-term  benefits  to  the  nation  and  its  future;  and 

•  Ensure  investment  to  benefit  our  next  generation. 

TO  us,  preserving  the  nation's  ability  to  make  modest  investments  in 
our  future  ability  to  compete  is  critical  for  the  nation's  local  economies  and 
to  help  pay  at  least  a  portion  of  the  costs  mandated  upon  us  by  federal 
actions. 

in  the  1980'S,  we  experienced  cuts  of  75  percent  in  federal  aid  to  local 
government  --  all  in  the  name  of  deficit  reduction.  But  there  was  no  deficit 
reduction.  By  keeping  non-needs-tested  entitlement  programs,  defense, 
and  tax  expenditures  off  the  table  or  Increasing,  the  federal  government 
recorded  record  deficits.  Congress  and  two  Presidents  enacted  180  new, 
unfunded  federal  mandates  and  tripled  the  national  debt.  Trying  to  balance 
the  budget  on  the  back  of  domestic  discretionary  programs  is  simply  a  cruel 
hoax. 

we  have  long  advocated  serious  efforts  to  achieve  deficit  reduction 
through  making  hard  choices,  while  we  applaud  the  decisions  made  both 
in  1990  and  last  year  by  your  committee  and  the  two  administrations  which 
have  so  effectively  reversed  the  deficit  trend  of  the  I980's,  we  note  that 
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discretionary  spending  has  not  contributed  to  the  growth  In  the  fiscal 
deficit,  we  remain  concerned  that  discretionary  cuts  contribute  to  growth 
in  physical  and  human  deficits  confronting  the  nation.  Non-needs-tested 
entitlement  and  tax  expenditure  growth,  largely  unrelated  to  economic 
growth  and  investment  needs,  are  the  major  contributors  to  federal  deficits 
and  the  national  debt.  Efforts  to  reform  federal  health  care  and  by  the 
bipartisan  Entitlement  commission  are  critical  to  any  serious  efforts  to 
further  reduce  the  federal  deficit  consistent  with  assuring  the  long-term 
competitiveness  of  our  economies. 

At  a  time  when  we  are  experiencing  high  levels  of  crime  and  violence 
in  cities  and  towns  across  America  and  unprecedented  levels  of  unfunded 
federal  mandates,  we  are  apprehensive  about  proposals  to  make  blind  cuts 
in  discretionary  programs  which  do  not  add  to  deficit  spending. 

in  1960, 47  percent  of  all  federal  aid  to  states  and  local  governments 
was  in  the  form  of  capital  grants.  By  last  year,  that  percentage  had  declined 
to  16  percent.  The  Presidents  budget  projects  that  decline  will  continue, 
cutting  longer  term  human  and  public  investment  in  communities.  As  cities 
and  towns  attempt  to  deal  with  high  levels  of  unemployment  and  violence, 
we  understand  that  investment  in  future  opportunities  is  critical  to  the  local 
economies  of  tomorrow  upon  which  are  national  economy  is  founded. 

Real  change  and  real  deficit  reduction  will  require  much  harder 
choices.  Those  choices  will  make  all  the  difference  for  the  future 
foundations  of  cities  and  their  citizens.  They  will  require  choices  about 
entitlement  and  mandatory  spending,  we  continue  to  stand  ready  to  work 
with  you  on  those  hard  decisions.   And  we  strongly  oppose  non-specific 
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decisions  which  we  believe  could  do  more  harm  than  good  to  the  American 
economy. 

YOU  are  a  former  municipal  leader  in  this  state,  Mr.  Chairman. 
Knowing  of  your  perspective,  I  want  to  provide  you  with  the  governance 
principles  our  National  League  of  Cities  Board  of  Directors  unanimously 
adopted  last  month  to  guide  our  policy  and  advocacy  efforts  in  1995  on 
proposals  to  devolve,  downsize,  or  block  grant  federal  programs  to  state 
and  local  governments.  I  share  them  with  you  in  hopes  they  will  provide 
some  assistance  to  you  in  the  changes  that  are  taking  place  between  our 
respective  levels  of  government. 

we  recognize  it  is  time  for  a  significant  change  in  governance  and  in 
the  role  of  the  federal  government:  to  realign  government  so  that  it  is 
more  effective  and  accountable.  A  streamlined  and  more  flexible 
Intergovernmental  system  would  offer  significant  opportunities  for  cities 
and  towns  to  develop  more  innovative  and  cost  effective  methods  of 
delivering  programs,  services,  and  financing  infrastructure.  This 
Intergovernmental  system  would  also  enhance  public  involvement  and 
restore  public  confidence  in  government. 

First,  we  urge  you  to  ensure  sufficient  transition  periods  consistent 
with  the  magnitude  of  change  to  be  achieved  for  local  governments  to 
adjust  to  new  structures  and  avoid  disrupting  services  to  the  public. 

Second,  we  believe  any  changes  must  address:  equity,  effective 
federalism,  investment  for  the  future,  and  efficiency. 

Our  principles  under  equity  urge  that  any  federal  program 
reassessment  should  view  all  national  programs  comprehensively,  exposing 
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all  spending  areas,  tax  expenditures,  regulatory  programs,  credit  programs 
and  tax  policies  to  equal  scrutiny,-  that  congress  consider  program  design 
as  it  affects  the  different  levels  of  need  and  fiscal  capacity  and  constraints 
which  exist  in  our  very  large  and  diverse  country;  and  that  any  devolution 
not  discriminate  against  any  Income  group  and  should  protect  those  who 
cannot  protect  themselves. 

we  urge  you  not  to  desert  national  responsibilities  (for  example  in  the 
area  of  welfare  reform)  and  thereby  create  Inequities  to  individuals  and,  as 
a  result,  disparities  between  local  governments.  There  are,  as  you  know, 
significant  discrepancies  in  levels  of  poverty,  and  levels  of  legal  immigrants 
In  cities  In  this  state,  senator,  we  are  concerned  that  the  House-passed 
proposal  incorporates  no  recognition  of  these  disparities,  potentially 
imposing  harsh,  unfunded  mandates  on  our  poorest  communities  in  New 
Mexico. 

Any  effective  federal,  state  and  local  government  partnership  must 
neither  impose  unfunded  federal  mandates,  nor  have  the  effect  of 
converting  local  assistance  to  state  control,  we  oppose  using  devolution  as 
an  excuse  to  abdicate  national  responsibilities  and  leaving  national  problems 
and  duties  on  the  doorstep  of  local  government,  in  crafting  block  grants, 
cities  and  towns  should  not  be  exposed  to  Increased  liability  or  unfunded 
mandates  if  federal  involvement  is  modified  or  withdrawn  from  a  current 
program  that  involves  Individual  rights  protected  by  federal  statute,  court 
ruling  or  the  constitution. 

we  urge  your  enactment  of  new,  legally  enforceable  mechanisms  to 
provide  assurances  that  agreements  will  be  honored  when  new  program 
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structures  are  created  in  which  there  is  an  agreement  trading  (1)  reduced 
or  capped  funding  levels  for  (2)  greater  state  or  local  spending  discretion. 

we  also  urge  assurances  that  when  the  federal  government  delegates 
program  areas  to  state  governments,  states  should  be  authorized  to 
further  delegate  responsibilitv  with  funding  to  other  levels  of  government 
through  the  process  of  state-local  negotiation.  Recognizing  there  are  now, 
have  been,  and  will  be  national  problems  that  require  federal  responses,  we 
urge  that  state  and  local  governments  be  full  partners  with  the  federal 
government  in  the  design  and  implementation  of  policies  and  approaches 
to  accomplish  designated  program  objectives. 

Any  federal  program  reassessment  must  address  long  term  national 
benefits  and  specific  goals  and  objectives,  benefit  the  next  generation 
rather  than  saddle  it  with  new  debts,  and  reasonably  balance  the  magnitude 
of  the  problem  against  other  national  needs  and  problems. 

Finally,  we  urge  that  any  federal  program  reassessment  recognize  that 
regional  approaches  to  problems  may  be  more  efficient  in  achieving  results, 
but  ensure  control  remains  in  local  hands,  we  believe  that  any  program 
redesign  should  balance  the  benefits  of  government  action  versus  the  cost 
of  inaction.  Our  principles  oppose  changing  existing  programs  which  work 
efficiently  and  effectively  in  serving  national  needs. 

Thank  you.  I  would  be  pleased  to  respond  to  any  questions. 
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Chairman  DoMENlci.  I  usually  appear  before  the  Municipal 
League  or  the  National  League  back  there  in  Washington,  but  this 
year  I  did  not.  I  did  appear  before  the  County  Association;  it  is  a 
growing  institution  rivaling  the  cities  in  many  places,  and  I  gave 
a  little  talk  to  them  and  I  was  kind  of  having  fun.  So  I  said,  "A 
lot  of  speakers  are  coming  soon  behind  me  and  Senator  Dole  v^ll 
be  along.  I  want  you  to  know  that  I  taught  him  everything  he 
knows  about  the  budget."  And  everybody  chuckled  and  I  did  not 
think  he  would  find  out  about  that. 

He  came  about  2  hours  later  and  instead  of  waiting  around  for 
a  comment  about  that,  he  said,  "I  understand  Senator  Domenici 
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bragged  about  teaching  me  all  that  I  know  about  the  budget."  He 
looked  out  around  him  and  said,  "That  is  why  I  know  so  little." 

Well,  maybe  after  today's  hearing,  those  who  have  stayed  here 
long  enough  may  figure  there  is  still  a  lot  for  me  to  learn.  Let  me 
just  make  a  couple  of  quick  observations  and  then  close  our  hear- 
ing. 

First,  we  will  try  very  hard  to  see  to  it  that  we  sort  out  the  role 
for  Indian  governance  in  these  block  grants.  We  certainly  will  try 
our  best  and  I  think  we  will  have  some  support  to  make  sure  we 
do  not  just  leave  that  hanging  to  be  settled,  which  we  frequently 
do. 

I  think  that  is  grossly  unfair  and  I  am  against  going  to  court. 
There  are  so  many  things  going  on  in  our  country,  we  should  not 
create  that  for  the  Indian  people,  if  they  have  to  go  to  court  to  find 
out  what  these  grants  mean.  So  we  will  try  very  hard  to  do  that. 

I  am  not  exactly  sure.  Governor  Early,  how  we  can  handle  the 
very  small  Indian  entities  like  some  of  our  Pueblos  who  are  very, 
very  small,  and  when  you  talk  about  these  big  programs,  if  you 
were  to  literally  apply  it  to  each  one,  who  knows,  on  some  of  them, 
they  may  get  $500  or  $1,000  or  something.  So  we  have  to  find  a 
way,  and  you  kind  of  suggested  it. 

Did  you  want  to  make  an  observation  on  that? 

Mr.  Early.  Well,  I  think  a  good  forum  or  a  good  group,  the  pro- 
gram I  am  in  charge  of,  the  All  Indian  Pueblo  Council.  We  have 
eight  programs,  some  of  which  get  grants  already  that  I  admin- 
ister, and  I  think  through  this  process  where  the  smaller  tribes  are 
not  able  because  of  reasons  of  accountability,  to  be  able  to  monitor 
the  grant  process,  we  can  do  that  for  the  smaller  Pueblos  through 
the  All  Indian  Pueblo  Council.  That  is  just  my  observation. 

Chairman  DoMENici.  Well,  we  have  to  make  provision  for  that 
being  a  prospect.  I  do  not  know  that  we  would  mention  it,  but 
maybe  make  it  an  allowable  institution  to  which  the  Pueblos  would 
agree,  and  that  would  get  some  coordination. 

Mr.  Early.  The  other  entity  would  be  the  Pueblo  Health  Council. 
That  would  be  a  good  group  to  work  with. 

Chairman  DOMENICL  And  let  me  just  speak  a  moment  to  the 
President  of  the  Navajo  Nation.  I  remember  vividly  your  running 
for  this  job  as  President,  and  while  I  do  not  want  to  make  you  a 
Republican,  because  I  understand  you  are  not,  but  in  any  event, 
you  did  sound  sort  of  like  one  because  you  wanted  to  take  the 
power  out  of  Window  Rock  and  put  it  down  in  the  Chapter  Houses. 

That  sounds  sort  of  what  we  are  trying  to  do  nationally.  You 
said,  "Let  us  take  the  programs  down  there."  I  imagine  you  are 
having  a  great  deal  of  difficulty  in  accomplishing  that  in  such  a 
short  few  months,  but  might  I  just  ask,  since  it  would  be  relevant 
to  the  block  grant  concept,  how  is  that  effort  coming? 

Mr.  Hale.  Mr.  Senator,  it  is  coming  along  very  well.  We  have 
presented  a  proposal  to  the  Navajo  Nation  Council  yesterday.  They 
are  in  session  the  rest  of  the  week,  their  regular  session.  So  we 
presented  a  proposal  to  them  yesterday  and  they  are  all  speaking 
in  support  of  the  proposal. 

Thank  you  for  picking  up  my  ideas  and  running  with  them. 

Chairman  DoMENiCL  Well,  that  is  right.  Innovation  starts  right 
down  at  the  grassroots. 
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Mr.  Hale.  Certainly. 

Chairman  DOMENICI.  The  Navajo  government  decided  to  teach 
the  National  government  about  block  grants,  and  I  think  you  make 
a  good  point. 

Mr.  Hale.  We  have  to  bail  you  out  again. 

Chairman  DOMENICL  When  you  come  to  see  me,  it  is  always 
looking  the  other  way,  though,  right? 

Could  I  just  talk  to  the  two  Cabinet  members  for  1  minute?  Then 
I  think  I  will  wrap  it  up.  Frankly,  I  kind  of  have  learned.  Secretary 
Bratcher,  what  the  jurisdiction  your  department  is,  which  is  not 
necessarily  my  business,  but  I  was  just  sort  of  interested. 

It  seems  to  me  that  as  the  National  government  creates  block 
grants  like,  let  me  just  cite  one,  the  one  that  is  most  apt  to  pass 
the  soonest  in  the  United  States  Senate  will  be  the  block  grant  that 
Chairman  Kassenbaum  proposes,  to  put  all  of  the  job  training  pro- 
grams and  some  of  vocational  training  into  just  three  grants,  three 
blocks  instead  of  maybe  we  have  135  programs  now,  some  of  them 
very  little,  some  of  them  major. 

It  seems  to  me  that  the  relationship  between  the  Department  of 
Labor  and  the  Department  of  Economic  Development  in  terms  of 
working  with  the  legislature  and  others  to  develop  programs  for 
the  use  of  a  block  grant  so  that  it  meets  the  economic  needs  of  the 
State  would  really  be  in  order. 

Heretofore,  we  have  spread  it  out  in  different  places  in  State  gov- 
ernment and  local  government,  and  in  a  sense,  it  is  very  hard  for 
the  Economic  Development  people  who  are  looking  for  new  growth 
industries  or  for  companies  in  New  Mexico  who  need  to  grow,  it  is 
very  hard  for  them  to  be  handling  that  job  if  it  is  not  tied  directly 
into  what  the  Labor  Department  has  by  way  of  training  programs. 

Mr.  Bratcher.  That  is  correct. 

Chairman  DOMENICL  So  I  would  just  urge  that  you  watch  that 
one  because  I  believe  it  will  be  a  major  block  grant,  and  I  think 
it  will  leave  a  few  strings,  but  for  the  most  part,  it  is  going  to  be 
up  to  the  States  to  develop  where  this  training  money  is  used. 

I  know  you  have  most  of  the  jurisdiction,  as  I  understand  it,  but 
I  think  it  is  very  much  related  to  goals  and  objectives  of  growth 
and  jobs.  Would  you  not  agree  with  that? 

Mr.  Bratcher.  Yes,  Mr.  Chairman,  I  agree  100  percent,  and  this 
is  one  of  the  issues  that  Secretary  Harden  and  I  have  been  discuss- 
ing, that  between  the  two  departments,  we  will  be  working  very 
closely  together  on  it. 

Chairman  DOMENICL  I  want  to  make  two  observations  regarding 
what  I  am  doing  here  today  and  tomorrow.  First,  obviously  a  whole 
batch  of  the  Federal  budget  initiatives  are  missing  from  todays 
program,  today's  agenda,  because  we  could  not  do  them  all  on  time. 

We  concentrated  most  on  block  grants  and,  obviously,  it  is  pretty 
clear  from  New  Mexico,  there  is  a  very  big  focus  on  what  do  we 
do  about  the  United  States  Government's  health  Care  Program 
called  medicaid. 

Most  of  that  was  discussed  here  today;  however,  you  should 
know  that  tomorrow  there  will  be  both  providers  and  those  who  use 
the  system.  The  users  of  the  system  will  testify  tomorrow  about 
their  concerns  about  block  grants,  and  their  concerns  about  not  get- 
ting enough  input  into  a  State  government  that  has  the  block 


263 

grants,  which  they  have  now  learned  to  be  able  to  do  with  the  Fed- 
eral Government. 

Clearly,  we  are  going  to  hear  about  that,  and  I  do  not  know  how 
we  build  it  in,  but  State  governments  are  going  to  have  to  work 
carefully  with  special  groups  that  need  special  attention  in  these 
delivery  systems.  We  do  not  want  to  put  strings  onto  every  group 
that  is  now  protected  all  over  again.  We  would  just  as  well  con- 
tinue to  run  them  as  we  are  if  we  do  that. 

Second,  it  is  obvious  that  the  State  legislature  in  the  State  of 
New  Mexico,  and  then  in  turn,  some  of  the  municipalities  and 
counties  have  to  be  involved  in  this,  and  what  I  am  going  to  try 
to  do  is  contact  the  leadership  of  this  legislature  and  see  if  they 
could  set  up  a  bipartisan  forum  of  a  small  number  of  their  mem- 
bers and  we  would  go  through  some  of  these  block  grant  concepts 
with  them  so  that  they,  too,  will  become  familiar  with  what  may 
happen. 

Now,  we  speak  about  many  block  grants.  In  fact,  I  think  there 
are  now  six  or  seven  or  eight.  I  am  not  sure  eight  will  pass  this 
year,  but  I  would  think  that  three,  four,  maybe  as  many  as  five 
would  pass  this  year.  They  will  pass  late  in  the  month  of  July,  or 
if  they  are  not  done  then,  they  will  be  done  in  the  month  of  Sep- 
tember. 

They  will  probably,  for  the  most  part,  be  in  one  major  bill.  We 
have  now  learned  to  call  it  the  Omnibus  Reconciliation  Act,  and  it 
will  be  the  Omnibus  Reconciliation  Act  of  1995,  except  this  one 
may  be  more  than  omnibus.  This  may  be  whatever  is  more  encom- 
passing than  omnibus. 

I  would  not  be  surprised  that  we  find  in  it  at  least  four  or  five 
of  the  block  grants,  and  maybe  even  the  one  on  welfare  reform.  I 
do  not  know,  but  it  might  even  find  its  way  into  the  one  budget- 
implementing  bill. 

Frankly,  I  have  never  had  a  tougher  responsibility,  and  New 
Mexicans  should  know  that,  and  tougher  job  than  this  one.  None- 
theless, I  do  accept  it.  While  I  worry  about  New  Mexico  and  commit 
myself  to  be  as  fair  as  possible,  I  do  take  it  on  with  the  clear  un- 
derstanding that  we  have  got  to  do  something  to  get  the  deficit 
under  control  or  we  are  just  passing  on  our  responsibility  from  one 
generation  to  another. 

In  fact,  I  note  we  had  a  revolution  about  taxation  without  rep- 
resentation. Some  people  think  that  that  is  from  whence  we  were 
born.  In  a  very  simple  way,  continuation  of  major  deficits  leading 
to  major  debts  leading  to  huge  borrowing  is  taxation  without  rep- 
resentation because  it  is  literally  taxing  the  next  generation  and 
the  next  generation  because  somebody  sometime  will  have  to  pay 
the  piper. 

I  feel  rather  comfortable  saying  that  I  am  there  at  this  point  in 
time  when  we  might  make  a  historic  leap  and  get  it  done.  It  is  not 
easy.  Although  we  are  not  cutting  as  much  as  people  think  in  most 
of  the  entitlements,  we  are  really  not  cutting  anything. 

Most  of  the  entitlements  are  going  to  grow  dramatically.  It  is  just 
that  they  are  not  going  to  grow  as  fast  as  they  are  currently  esti- 
mated and  planned  to  grow.  Medicaid  will  grow  at  eight,  seven,  six, 
five,  four,  four,  four  maybe  in  annual  percentage  add-ons  to  some 
established  baseline. 
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That  is  not  cutting  it;  that  is  growing  every  year.  It  is  just  that 
some  States  expected  it  to  grow  at  17  percent.  If  you  look  back, 
some  have  grown  at  eight,  some  have  grown  at  ten,  but  in  the  past 

5  years,  some  have  grown  at  17,  maybe  more  years  than  one. 

New  Mexico  has  a  particular  problem;  you  have  all  heard  about 
it.  We  have  really  not  harvested  the  Medicaid  Program,  or  what- 
ever other  word  you  want  to  use.  So  we  have  a  lower  base.  There 
are  a  lot  of  reasons  New  Mexico  did  not  do  it,  but  frankly,  we  are 
in  that  position. 

I  have  to  be  sure  that  when  they  develop  this  formula,  that  we 
take  that  into  consideration  in  some  way;  otherwise,  a  number  of 
States  will  start  off  with  a  very  high  base  and  New  Mexico  will 
start  off  with  a  low  base,  and  that  we  will  be  in  that  7-year  path 
of  adding  on  a  percentage  here.  So  we  will  work  hard  on  that. 

But  let  me  conclude  that  no  matter  how  you  look  at  this.  State 
government  is  going  to  become  more  powerful  and  have  more  re- 
sponsibility and  have  to  manage  more  things  in  the  next  2,  5  or 

6  years  than  it  probably  ever  has,  and  that  is  without  any  fear  or 
trepidation  on  my  part  that  I  might  be  exaggerating. 

There  is  no  doubt  in  my  mind  that  scores — I  would  not  even 
want  to  guess  the  number  of  them  now — in  the  multiples  of  ten, 
50,  70,  80  programs,  100  maybe,  that  currently  are  out  there  in  lit- 
tle pieces  will  be  under  State  control  or  municipal  control  instead 
of  the  Federal  Government's  bureaucrats  and  regulators. 

So  that  is  an  exciting  experiment,  in  a  sense,  and  the  expectation 
level  on  my  end  of  trying  to  get  it  done  is  at  a  very  high  peak.  I 
have  continued  to  try  to  make  sure  New  Mexicans  know  more  than 
any  other  State,  or  at  least  as  much,  I  would  say. 

Those  who  came  today  know  more  about  what  is  being  con- 
templated than  almost  any  other  State.  It  is  not  so  easy  to  present 
these  things;  some  of  them  are  hypothetical;  some  of  them  are  may- 
bes;  some  of  them  are  House  realities,  but  I  think  we  had  a  pretty 
good  cross-section  of  ideas,  and  I  thank  everybody  for  them. 

We  are  going  to  answer  all  of  the  questions  in  writing  that  you 
turned  in.  If  you  have  not,  please  turn  them  in.  Within  a  couple 
of  weeks,  you  will  get  a  written  response  signed  by  me  from  the 
Budget  Committee  as  analyzing  it  as  best  we  can,  and  you  will 
probably  get  it  before  any  real  consequential  things  happen  back 
there.  So  you  will  know  about  your  questions  and  then  you  will 
hear  about  how  we  handle  them  later  on. 

We  stand  adjourned. 

[Whereupon,  at  1:25  p.m.,  the  committee  adjourned,  subject  to 
the  call  of  the  Chair.] 
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WEDNESDAY,  APRIL  19,  1995 

U.S.  Senate, 
Committee  on  the  Budget, 

Albuquerque,  NM 
The  committee  met,  pursuant  to  notice,  at  9:20  a.m.,  in  Smith- 
Brasher  Hall,  Albuquerque  Technical-Vocational   Institute,  Albu- 
querque, NM,  Hon.  Pete  V.  Domenici  (chairman  of  the  committee) 
presiding. 
Present:  Senator  Domenici. 
Staff  present:  G.  William  Hoagland,  majority  staff  director. 

OPENING  STATEMENT  OF  CHAIRMAN  DOMENICI 

Chairman  Domenici.  Could  we  please  have  your  attention?  The 
Senate  Committee  on  the  Budget  will  come  to  order. 

Yesterday,  we  met  in  Santa  Fe,  the  first  of  two  meetings  of  the 
United  States  Budget  Committee,  and  some  of  you  know  that  two 
Senators  came  with  us,  one  from  Tennessee,  a  rather  renowned 
heart  surgeon,  in  fact,  a  heart  surgeon  for  children  and  babies.  In 
fact,  even  more  than  that,  he  is  a  heart  transplant  surgeon,  and 
he  decided  to  run  for  the  United  States  Senate.  His  name  is  Sen- 
ator Bill  Frist.  He  spent  the  day  with  us  there  in  Santa  Fe,  as  did 
Senator  Spence  Abraham  from  Michigan. 

Both  of  them  have  their  own  schedules  for  this  recess  and  are 
not  here  today.  So  I  will  be  the  one  that  kind  of  manages  this  hear- 
ing and  let  you  all  get  your  thoughts  before  the  committee.  It  will 
all  be  recorded  in  the  official  manner  as  a  Senate  Budget  Commit- 
tee hearing,  and  then  we  will  have  some  questions  between  the 
Chair  and  those  who  are  participating. 

We  will  try  to  stay  on  schedule,  but  I  do  note  that  the  Arc  Chap- 
ter from  New  Mexico,  a  national  disabled  children  advocacy  group, 
has  requested  that  their  members  come  here  today.  I  saw  the  bul- 
letin, and  Joe  John  told  me  about  it.  So  maybe  in  a  half  hour,  at 
the  end  of  the  first  panel,  we  will  sort  of  ask,  and  if  most  of  the 
people,  some  with  children,  are  here  for  that  purpose,  then  we  will 
move  that  up  on  the  agenda  so  you  will  not  have  to  wait. 

The  way  it  is  scheduled  now,  that  issue  comes  in  the  fourth 
panel,  but  if  there  are  a  lot  of  people  here  on  that  issue,  we  will 
move  it  up.  So  just  be  patient.  You  will  not  have  to  wait  until  11:30 
or  12:00. 

Having  said  that,  I  would  like  very  much  to  talk  with  you  as  fel- 
low New  Mexicans  about  the  problem  that  our  country  is  con- 
fronted with  that  will  come  to  the  Budget  Committee  of  the  United 
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States  Senate  as  the  first  stopover  point  for  a  solution  within  the 
next  2  or  3  weeks,  and  to  the  floor  of  the  Senate  within  the  next 
3  or  4  weeks. 

So  let  me  just  give  you  my  version  of  where  we  are  and  why  we 
are  engaged  in  a  major  effort  to  get  the  expenditures  of  our  govern- 
ment to  come  more  closely  aligned  to  the  tax  receipts  of  our  Gov- 
ernment. I  believe  the  Mayor  is  going  to  be  here  and  say  a  few 
words.  I  will  welcome  him  and  thank  him  for  that  when  he  arrives. 

I  think  you  know  that  inevitable  changes  are  taking  place  in 
Washington,  and  we  need  some  input  from  you  all.  Before  the 
morning  is  over,  I  will  try  to  explain  to  you  the  difference  between 
a  budget  and  the  writing  of  the  laws.  So  that  many  of  you  as  advo- 
cates, while  you  are  advocating  before  the  Budget  Committee  here 
today  and  your  Senator,  you  should  know  that  we  do  not  change 
any  law  in  this  budget  resolution. 

We  change  a  lot  of  dollar  numbers  which  forces  committees  of  the 
Congress  to  make  some  changes,  so  that  just  to  borrow  right  now 
from  the  concern  of  Arc,  this  budget  resolution  will  contain  no  lan- 
guage about  SSI.  What  it  will  contain  is  some  instructions  to  the 
committees  to  save  a  certain  amount  of  money. 

Your  lobbying  will  have  to  take  place  in  the  United  States  Senate 
before  the  Committee  of  Finance  headed  by  Senator  Packwood  and 
Senator  Moynihan.  They  will  change  and  rewrite  the  laws;  the 
Budget  Committee  will  not.  What  we  will  do  is  talk  about  the 
amount  of  money  that  ought  to  be  available  for  the  major  functions 
of  our  Government,  and  then  the  committees,  in  due  course,  will 
rewrite  the  laws  to  accommodate  or  meet  those  particular  demands 
that  are  put  upon  them  by  the  budget  resolution. 

So  we  are  here  to  listen,  to  gain  some  experience.  For  me  as  your 
Senator,  I  will  use  that  to  involve  myself,  in  the  next  3  or  4  months 
as  the  laws  get  changed  and  obviously  as  we  reduce  the  expendi- 
tures of  our  government  in  this  budget  resolution,  the  concerns 
that  you  have,  and  even  about  what  the  House  has  done  or  may 
not  have  done  will  be  taken  into  consideration. 

The  simple  facts  before  us  though  as  Americans  is  that  we  must 
find  some  new  ways  of  serving  the  American  people.  We  all  recog- 
nize that  our  current  path  is  unsustainable.  The  unceasing  deficits 
are  draining  the  fiscal  integrity  of  our  people  and  our  government, 
and  we  are  doing  very  little  to  protect  against  that. 

In  the  1960's,  the  average  deficits  were  $6  bilhon.  In  the  1970's, 
the  average  annual  deficit  was  $38  billion  a  year.  In  the  1980's, 
they  jumped  to  an  average  of  $156  billion  a  year.  And  in  the 
1990's,  they  are  averaging  $259  billion  a  year. 

I  would  think  there  is  no  one  in  this  room  that  would  not  agree 
that  that  is  a  frightening  trend.  Consider  a  few  other  simple  facts 
that  lay  the  groundwork  for  the  urgency  of  us  changing  the  policies 
of  our  Nation. 

Uncontrolled  Federal  spending  and  borrowing  results  in  sky- 
rocketing annual  deficits,  $200  bilhon  to  $300  billion  annual  defi- 
cits during  the  next  4  years  and  spiraling  even  higher  after  that. 
A  deficit  that  you  might  understand  in  your  daily  lives,  although 
the  numbers  are  very  big,  it  is  growing  at  the  rate  of  $482  million 
a  day,  $20  million  an  hour,  $335,000  a  minute. 
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That  means  we  are  spending  that  much  more  than  we  take  in 
in  receipts  for  each  of  these  units  of  time.  Another  $1.2  trillion  will 
be  added  to  our  national  debt  between  now  and  the  year  2000 
bringing  the  total  debt  of  the  United  States  at  that  point  in  time 
to  $6.7  trillion. 

So  what  is  this  going  to  mean  to  New  Mexicans?  Let  me  just  give 
you  a  few  things  to  consider.  One,  medicare.  The  program  for 
American  senior  citizens,  according  to  six  independent  experts  will 
go  broke  by  the  year  2002,  placing  millions  of  seniors  in  America 

n  .  v^"^^  ^^  ^^^  ^  Domenici  position;  it  is  trustees  who  worked 
on  this  for  many  years. 

An  enormous  and  unsustainable  tax  burden  will  be  thrust  on 
America's  young  people,  and  for  those  who  are  just  starting  out 
their  lives,  we  have  figures  from  the  current  Administration  that 
young  working  Americans  will  be  forced  to  pay  82  percent  of  their 
wages  in  about  15  or  20  years  from  now  to  support  the  Federal 
spending  programs  and  the  deficits.  That  does  not  include  local 
taxes.  So  the  consequences  of  this  are  important  to  everyone. 

At  this  point,  I  have  about  five  or  six  more  observations,  but  I 
note  the  Mayor  has  arrived  and  I  know,  having  been  with  him  a 
great  deal  in  the  last  2  weeks,  he  is  very  busy  and  I  am  going  to 
just  stop  my  opening  remarks  at  this  point  and  thank  the  Mayor 
of  Albuquerque  for  coming  here  today. 

Mayor,  it  has  been  a  pleasure  working  with  you  on  Kirtland. 
Maybe  today,  both  our  faces  have  bigger  smiles  on  them  than  2 
weeks  ago.  We  were  not  so  sure  where  we  were  going,  but  things 
are  looking  better.  I  hope  you  assume  that. 

Mayor  Chavez.  Well,  certainly.  Senator,  uphill  is  harder  to  walk 
than  downhill,  but  this  particular  hill  is  getting  easier  to  walk 
every  day. 

Chairman  DoMENici.  That  is  right. 

Mayor  Chavez.  It  is  looking  a  lot  better. 

Chairman  Domenici.  I  welcome  you,  Mayor,  and  would  be  de- 
lighted if  you  would  open  our  session  with  a  few  remarks. 

STATEMENT  OF  THE  HON.  MARTIN  J.  CHAVEZ,  MAYOR,  CITY 
OF  ALBUQUERQUE,  NEW  MEXICO 

Mayor  Chavez.  Thank  you.  Senator.  They  told  me  9:30;  I  am 
right  to  the  second  9:30. 

Chairman  Domenici.  You  are.  Very  unique,  Mr.  Mayor. 

Mayor  Chavez.  Senator,  first  I  would  like  to  welcome  you  home 
and  applaud  your  wisdom  and  foresight  in  conducting  hearings  out- 
side of  the  Beltway  where  real  Americans  live. 

I  am  pleased  to  have  the  opportunity  to  address  the  meeting  of 
the  Senate  Budget  Committee  at  this  moment  of  critical  impor- 
tance to  the  future  of  the  Nation  in  your  efforts  to  address  the 
daunting  budget  issues  posed  by  the  unsustainable  Federal  deficit. 
You  will  also  be  shaping  the  characteristics  of  American  federahsm 
for  decades  to  come. 

Allow  me  to  note  at  the  onset  that  I  believe  deficit  reduction  and 
movement  toward  a  balanced  Federal  budget  should  be  the  highest 
priority  for  Congress.  My  testimony  here  will  not  be  an  appeal  to 
maintain  Federal  funding  at  current  levels,  not  even  for  specific 
programs  of  importance  to  Albuquerque  and  other  cities. 
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Like  most  of  my  colleagues,  I  recognize  that  States  and  local  gov- 
ernments must  be  prepared  to  play  a  role  in  moving  toward  a  bsd- 
anced  Federal  budget  by  reducing  their  reliance  on  Federal  funding 
to  address  local  problems. 

In  accepting  this  fact,  however,  we  also  recognize  that  there  are 
few  public  policy  concerns  that  are  purely  local  in  nature,  and  that 
a  continued  partnership  between  the  Federal  Government,  State 
governments,  and  local  governments  will  remain  vital  to  the  health 
of  the  Nation  and  its  communities. 

Thus,  the  architecture  for  the  partnership  that  you  will  begin  to 
frame  with  the  budget  resolutions  is  as  important  as  the  spending 
plan  itself. 

The  expanded  role  of  the  Federal  Government  since  World  War 
II,  in  my  view,  has  had  little  to  do  with  political  ideology;  rather, 
it  reflects  profound  changes  in  the  nature  of  American  society  and 
technology  over  the  past  half  century.  Population  growth,  a  virtual 
revolution  in  transportation  and  communications,  and  accelerated 
movement  of  people,  goods  and  information  across  jurisdictional 
boundaries  all  have  had  the  effect  of  nationalizing  enumerable  as- 
pects of  our  lives  that  were  once  largely  local. 

In  such  an  inter-connected  system,  the  Federal  Government  can- 
not withdraw  from  an  active  partnership  with  States  and  localities 
and  restrict  its  functions  to  national  defense,  the  regulation  of 
interstate  trade,  and  the  minting  of  coins.  There  are  indeed  vital 
national  interests  in  welfare,  health  and  mental  health  services, 
nutrition,  economic  development,  labor  force  training,  competitive- 
ness, housing,  and  the  vitality  of  cities. 

Increasingly  as  Americans,  we  are  bom  in  one  place,  receive  post 
secondary  education  in  another,  and  build  our  careers  and  families 
in  yet  another.  It  is  therefore  necessary  and  appropriate  for  the 
Federal  Government  to  play  a  role  in  assuring  that  as  citizens  of 
a  common  national  community,  all  Americans  have  access  to  a 
basic  set  of  services  and  that  the  Nation  not  be  divided  by  stark 
disparities  of  wealth  and  opportunity  between  States,  between  re- 
gions, or  between  cities  and  suburbs. 

Localities,  one  viable  approach  to  this  end,  block  grants  recognize 
that  some  problems  are  national  in  scope  and  assigned  to  the  Fed- 
eral Government  the  appropriate  role  of  fairly  allocating  resources 
among  States  and  localities  in  proportion  to  the  need  for  such  as- 
sistance in  meeting  national  objectives. 

Block  grants  also  recognize,  however,  that  State  and  local  gov- 
ernments are  usually  better  equipped  than  the  Federal  Govern- 
ment to  devise  locally  appropriate  solutions  to  those  problems.  In 
structuring  the  new  block  grants,  we  would  urge  Congress  to  as- 
sure that  the  funding  stays  with  the  function,  to  echo  my  colleague 
Paul  Coglin,  who  is  the  Mayor  of  Madison,  WI. 

In  respect  to  many  functions,  welfare,  medicaid,  nutrition  pro- 
grams and  others.  States  are  clearly  the  most  appropriate  recipient 
of  these  funds  since  they  have  statutory  responsibility  for  assuring 
those  services  are  available  to  all  eligible  citizens. 

In  others,  however,  it  is  equally  clear  that  local  governments  are 
appropriate  direct  partners  with  the  Federal  Government.  Law  en- 
forcement, housing,  community  development,  and  public  transpor- 
tation are  among  the  functions  that  are  characteristically  carried 
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out  by  units  of  general  purpose,  local  governments,  and  should  re- 
main so. 

There  will  be  no  appreciable  benefit  gained  by  routing  funds  for 
these  functions  through  the  States.  In  fact,  Senator,  I  would  sug- 
gest that  we  may  not  see  them  if  they  go  through  the  State  in 
terms  of  addressing  the  problems  that  we  have  to  address. 

Permit  me  to  amplify  this  point  by  stressing  the  need  for  a  con- 
tinuing direct  relationship  between  the  Federal  Government  and 
America's  cities'  citizens  in  at  least  one  area,  the  provision  of  ade- 
quate housing  for  low-income  families  and  the  development  of  pres- 
ervation of  viable  neighborhoods  and  communities. 

Here,  I  may  stray  toward  special  pleading,  but  I  believe  these  are 
concerns  shared  by  all  mayors  in  the  United  States.  There  has 
been  much  discussion  in  Washington  in  recent  days  about  the  De- 
partment of  Housing  and  Urban  Development,  to  the  point  that  se- 
rious questions  have  been  raised  about  whether  the  Federed  Gov- 
ernment has  any  legitimate  interest  in  housing  and  urban  develop- 
ment. 

There  is  no  doubt  that  on  the  whole,  HUD  has  become  a  slow- 
moving,  in  many  regards  outdated,  bureaucratic  monster.  One  of 
the  most  depressing  Federal  buildings  to  walk  into  in  Washington 
is  HUD. 

You  immediately  just  step  down  a  few  notches  in  terms  of  your 
spirit,  and  it  is  reflected  in  the  way  the  programs  are  administered, 
but  I  am  heartened  by  the  radical,  if  you  will,  plans  that  Secretary 
Cisneros  has  for  HUD,  and  the  changes  that  he  is  making,  particu- 
larly as  they  affect  New  Mexico  and  Albuquerque,  and  I  know 
many  of  them  are  at  the  suggestion  of  the  congressional  delegation, 
and  in  particular,  you.  Senator  Domenici. 

I  would  hope  that  we  can  give  them  time  to  work.  You  will  find 
few  in  local  government  who  do  not  see  beyond  these  frustrations 
that  we  have  to  the  larger  goal  of  assuring  our  citizens  adequate 
housing  and  livable  neighborhoods. 

When  I  took  the  office  of  Mayor  of  this  city  in  December  of  1993, 
I  faced  the  reality  of  hundreds  of  homeless  men  and  women  living 
on  our  streets  without  access  to  minimal  emergency  shelter  from 
the  sub-freezing  cold.  Indeed,  Senator,  I  was  afraid  that  people 
would  die  in  the  City  of  Albuquerque  during  the  Christmas  season. 

My  first  official  act  as  Mayor  was  to  order  city  staff  to  address 
the  need  immediately.  I  am  pleased  to  say  that  they  did  so  and 
within  a  week,  we  had  arranged,  with  the  assistance  of  the  con- 
gressional delegation,  for  an  additional  150  beds  of  emergency  shel- 
ter. 

I  am  alarmed,  however,  that  we  find  ourselves  in  the  situation 
that  requires  such  actions  on  a  frequent  basis  by  the  Mayor  of  a 
proud  and  generally  prosperous  city.  Homelessness  is  a  national 
problem,  but  its  impact  has  been  felt  most  directly  and  imme- 
diately by  local  governments  to  which  citizens  have  looked  first  for 
solutions. 

The  same  is  true  of  the  plight  of  thousands  of  our  hard-working 
citizens  who  find  it  increasingly  difficult  to  rent  affordable  housing, 
and  young  families  who  can  no  longer  afford  the  purchase  price  of 
their  first  home. 


270 

This  is  also  true  of  neighborhoods  devastated  by  poverty  and  dec- 
ades of  disinvestment  that  also  look  first  to  local  government  seek- 
ing assistance  in  leveraging  the  new  investments  needed  to  once 
again  make  them  safe  and  nourishing  communities  for  families, 
children  and  the  elderly. 

In  facing  these  issues,  Senator,  there  is  little  doubt  in  my  mind 
that  we  need  the  support  of  strong  Federal  partner  in  housing  and 
urban  development,  and  that  an  appropriately  reconfigured  HUD 
can  be  that  partner.  The  potential  of  this  partnership  is  clear  from 
the  one  HUD  Program  that  even  its  harshest  critics  have  acknowl- 
edged is  a  Federal  program  that  works,  the  Community  Develop- 
ment Block  Grant  Program. 

This  was  the  first  of  the  Federal  block  grants  and  perhaps  has 
been  the  most  successful.  The  reasons  for  its  success  are  not  dif- 
ficult to  discern.  Congress  established  clear  national  objectives  for 
the  program  and  provided  cities  with  a  high  degree  of  flexibility 
and  local  determination  in  pursuing  activities  that  could  achieve 
those  objectives  in  ways  that  make  sense  locally. 

The  deep  cuts  in  HUD  programs  contained  within  the  House  ver- 
sion of  the  recision  bill  now  pending  before  a  Conference  Commit- 
tee clearly  signal  the  dissatisfaction  of  many  members  with  HUD 
and  doubts  about  its  programs.  I  am  grateful  to  the  Senate  for  its 
recognition  that  recision  of  such  depth  would  have  imposed  enor- 
mous hardships  on  local  communities  and  cripple  their  efforts  to 
provide  housing  for  their  poorest  residents. 

I  also  commend  the  Senate  for  its  express  desire  to  address  the 
problems  in  Federal  housing  programs  in  the  context  of  a  com- 
prehensive reform  of  these  programs.  I  have  not  formed  a  position 
on  the  HUD  re-invention  blueprint  currently  under  consideration 
by  congressional  authorizing  committees. 

I  do  believe,  however,  that  the  framework  established  by  the 
CDBG  Program  does  provide  a  model  for  the  consolidation  of  other 
HUD  functions  such  as  affordable  housing  development  and  aid  to 
the  homeless  into  workable  programs  on  the  local  level. 

The  success  of  CDBG,  moreover,  also  suggests  that  liberated 
from  outdated  and  burdensome  regulations  and  given  the  freedom 
to  experiment,  local  governments  have  the  capacity  to  make  as- 
sisted housing  work  for  its  residents,  neighborhoods,  and  the  com- 
munity as  a  whole. 

Here  in  Albuquerque,  for  example,  we  have  developed  more  than 
300  units  of  city-owned,  mixed-income  multi-family  housing.  More 
than  120  of  these  units  are  occupied  by  families  who  meet  Federal 
income  requirements  to  qualify  for  public  housing,  and  they  pay  no 
more  than  30  percent  of  their  income  in  rent. 

These  units  have  received  no  direct  operating  subsidy  from  any 
level  of  government,  and,  in  fact,  generate  income  that  is  slightly 
higher  than  their  annual  operating  costs  and  debt  service.  Count- 
less examples  of  similar  local  innovation  can  be  cited  from  cities 
and  counties  around  the  country. 

My  special  pleading  then  is  for  a  continued  Federal  partnership 
with  cities  in  meeting  the  housing  and  community  development 
needs  of  this  and  other  communities  around  the  Nation.  It  is  not 
in  the  National  interest  to  abandon  our  older,  troubled  neighbor- 
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hoods  or  the  thousands  of  hard-working  famihes  who  cannot  find 
decent  affordable  housing  in  the  private  market. 

I  recognize  that  Federal  resources  for  this  effort  are  unlikely  to 
grow  substantially  in  the  years  ahead.  I  believe,  however,  that  local 
governments  are  ready  and  capable  of  meeting  the  challenge  given 
adequate  levels  of  Federal  support  and  the  discretion  to  pursue  lo- 
cally designed  approaches  to  meeting  valid  national  objectives. 

Senator  in  closing,  because  we  really  are  proud  of  you  and  we  are 
proud  to  have  a  Senator  that  is  chairman  of  the  Budget  Committee 
from  New  Mexico,  as  you  balance  the  budget,  from  my  personal 
perspective,  I  have  a  2-year-old  and  I  have  a  4-year-old. 

I  would  love  to  have  a  tax  break,  but  more  important  for  the  fu- 
ture of  this  country,  which  I  think  is  much  more  centered  on  my 
2-year-old  and  my  4-year-old  is  they  not  be  shouldered  with  the 
National  debt.  So  it  would  be  my  preference,  as  you  cut  the  budget, 
reduce  our  deficit  and  make  tax  relief  a  secondary  consideration. 

On  behalf  of  the  City  of  Albuquerque,  we  thank  you  for  the  fabu- 
lous work  that  you  have  done  for  the  city.  I  want  to  say  personally 
that  I  have  appreciated  the  partnership  that  we  have  had  in  the 
last  year-and-a-half,  and  I  look  forward  to  a  continuing  good  rela- 
tionship. 

Chairman  DOMENici.  Thank  you  very  much,  Mayor.  Could  I  ask 
you  just  one  question  on  housing?  How  fast  do  you  think  HUD 
might  move  for  letting  local  officials  be  accountable  for  more  of  how 
the  housing  program  funds  are  spent? 

Mayor  Chavez.  I  think  that  if  something  happens  in  12  months 
out  of  Washington,  I  am  astonished,  and  I  think  that  is  fair. 

Chairman  DOMENICI.  Twelve  months  or  a  year? 

Mayor  Chavez.  In  the  current  climate,  yes. 

Chairman  DOMENICI.  And  we  both  acknowledge  that  Albuquer- 
que has  a  different  situation  on  public  housing  than  our  larger 
cities.  We  are  very  fortunate.  We  do  not  have  the  density  problem. 
When  we  first  got  public  housing,  we  did  not  permit  it  to  be  built 
in  large  numbers  in  one  place,  so  much  of  it  is  single  family  and 
spread  out,  which  has  eliminated  huge  amounts  of  the  problem. 

Nonetheless,  it  is  serving  a  very  good  function  and  we  need  more. 
I  think  you  would  agree  that  there  is  a  need  for  more  in  Albuquer- 
que. 

Mayor  Chavez.  Well,  2  years  ago.  Senator,  as  you  are  aware,  this 
was  one  of  the  most  affordable  housing  markets  in  the  country. 
That  is  no  longer  the  case. 

Chairman  Domenici.  Right.  Mayor,  I  wanted  to  just  share  with 
you  one  additional  item  in  the  headlines  of  the  morning's  paper 
that  is  really  gratifying  to  New  Mexico,  and  that  is  the  break- 
through at  Los  Alamos  with  reference  to  superconducting  fibers. 

I  can  recall  in  the  fourth  year  of  President  Reagan's  term,  the 
superconducting  science  break-through  occurred,  and  I  hurried  to 
Los  Alamos's  assistance  to  see  if  we  could  not  set  up  a  center  for 
superconducting  research,  and  you  never  know  how  those  things 
come  out. 

But  this  morning,  that  little  center  will  make  one  of  the  most 
historic  break-throughs  in  terms  of  products.  If  you  make  a  piece 
of  wire  able  to  carry  1,000  times  more  with  less  energy,  you  change 
many,  many  things.  Big  motors  will  be  little  motors,  all  kinds  of 
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energy  savings.  So  we  live  in  a  great  State  and  I  am  very  proud 
of  the  work  you  are  doing  in  our  city. 

Mayor  Chavez.  Mr.  Chairman,  if  I  might,  the  timing  of  that  an- 
nouncement is  particularly  important  because  they  highlight  the 
synergy  between  our  high  technology  in  Los  Alamos  and  Sandia 
with  Kirtland  Air  Force  Base,  with  which  I  think  you  are  doing  a 
fabulous  job.  The  entire  delegation  is  doing  a  great  job  on  that. 

Chairman  DOMENICI.  Thank  you  very  much,  Mayor. 

Mayor  Chavez.  Thank  you. 

Chairman  DOMENICI.  I  note  there  are  more  people  and  if  we  do 
not  have  room  on  this  side,  there  is  a  lot  more  room  on  this  side, 
so  let  us  try  as  best  we  can  to  fill  the  chairs  so  people  will  not  have 
to  be  standing. 

Let  me  go  through  a  couple  of  more  observations  with  all  of  you 
and  then  we  will  get  right  on  to  the  panels. 

So  that  you  all  will  know  what  the  Budget  Committee  is  doing, 
we  are  examining  all  Federal  programs  and  expenditures,  with  the 
exception  of  Social  Security,  to  see  if  we  can  find  programs  that  are 
duplicative  or  just  plain  obsolete. 

We  have  begun  to  comb  the  Federal  budget  with  an  eye  toward 
shrinking  the  Federal  bureaucracy,  abolishing  Government  waste, 
and  eliminating  duplication,  while  we  work  to  preserve  an  essential 
safety  net  for  citizens  in  this  country,  including  many  who  are  here 
today,  and  we  will  hear  from  them  and  address  their  issues  very 
early  in  this  program. 

Those  who  are  concerned  about  Federal  social  programs  should 
specifically  be  worried  about  the  enormous  growth  of  our  deficit 
and  the  attending  growth  in  the  interest  payments.  Gross  interest 
on  the  Federal  debt  this  year  will  be  $339  billion;  next  year  it  will 
be  $372  billion;  and  each  year  it  is  rising  rapidly. 

Within  a  few  years,  half  of  all  of  the  spending  on  discretionary 
programs  will  be  consumed  by  interest  payments.  If  interest  pay- 
ments continue  to  rise,  they  will  squeeze  out  and  possibly  eliminate 
many  of  those  programs  within  the  next  decade. 

This  is  especially  true  of  the  health  care  programs.  Unbridled 
growth  in  these  Federal  health  care  programs  such  as  medicare 
and  medicaid  far  exceeds  private  sector  cost  growth  and  threatens 
the  solvency  of  our  Government  and  of  the  programs. 

So  many  of  you  might  be  aware  that  on  April  the  3rd,  trustees 
of  the  Medicare  System  released  their  1995  annual  report.  These 
are  not  people  who  work  for  the  United  States  Senate,  nor  are  they 
partisans,  other  than  three  are  Cabinet  members,  so  maybe  they 
are  partisan;  two  are  average  citizens,  one  Democrat  and  one  Re- 
publican. 

Their  report  says  that  Medicare  Part  A — that  is  not  SSI — the 
portion  that  pays  hospital  benefits,  will  run  out  of  money  in  7 
years.  In  other  words,  left  unchanged,  it  will  essentially,  for  com- 
mon, ordinary  language,  be  bankrupt. 

I  am  very  hopeful  that  before  we  let  that  happen,  that  the  senior 
citizen  groups  in  the  United  States  will  sit  down  and  help  us  try 
to  fix  that.  It  can  be  fixed.  The  program  is  costing  more  than  it 
need  cost  because  we  have  insisted  that  health  care  for  seniors  be 
handled  one  way  while  the  rest  of  the  country  is  handling  it  an- 
other way. 
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So  I  am  here  today  because  I  am  very  concerned  about  the  im- 
pact of  all  of  this  on  New  Mexico.  I  can  only  tell  you  that  first,  I 
cannot  shelter  New  Mexico.  We  will  receive  our  share  of  the  re- 
straints, reforms  and  changes  in  the  Federal  Government,  thus  get- 
ting less  money  than  we  did  in  years  past. 

But  I  can  pledge  to  you  that  every  effort  on  my  part  will  be  made 
to  make  the  programs  fair.  If  we  are  sending  money  back  to  the 
States  and  cities,  as  the  Mayor  suggested,  where  they  might  run 
some  of  these  programs  better,  we  will  try  to  establish  formulas 
that  are  as  fair  as  possible  to  New  Mexico. 

Having  said  that,  our  program  is  divided  into  four  parts.  I  will 
change  the  agenda  so  that  in  the  second  part,  we  will  move  on  to 
hearing  from  John  Foley,  if  he  is  here,  and  those  others  who  are 
on  that  panel.  Maybe  you  could  show  your  hands.  How  many  of  you 
are  here  because  of  the  National  disabled  children  problem  and  the 
problem  in  New  Mexico? 

[A  show  of  hands.] 

Chairman  DOMENICI.  OK.  So  is  John  here?  Yes,  I  see  him.  Let 
us  have  this  first  panel  and  then  you  are  second,  John,  if  you  do 
not  mind.  We  are  going  to  have  an  economic  panel  first. 

Let  us  have  Harold  Morgan,  Sunwest  Bank  of  Albuquerque;  the 
Concord  Coalition,  we  will  have  Joe  Rose  and  Will  Creamer.  I  un- 
derstand you  will  not  use  double  time,  but  you  will  split  the  time 
between  you  that  we  allotted.  And  Richard  Toliver,  Director  of 
United  We  Stand,  Southwest  Region.  Would  you  please  take  the 
witness  stand  here? 

This  little  red,  yellow  and  green  light,  this  is  set  for  each  person 
to  get  their  allotted  time  and  it  will  give  them  a  yellow  light  when 
they  are  getting  close,  and  a  red  light  when  they  are  supposed  to 
stop. 

We  are  going  to  start  with  Harold  Morgan.  Would  you  please  in- 
troduce yourself  and  tell  us  what  you  do? 

STATEMENT  OF  HAROLD  MORGAN,  SUNWEST  BANK  OF 
ALBUQUERQUE,  NEW  MEXICO 

Mr.  Morgan.  My  name  is  Harold  Morgan.  I  work  for  Sunwest 
Bank.  I  am  paid  to  pay  attention  to  the  economy  in  our  market 
area,  and  that  is  New  Mexico  plus  El  Paso,  give  some  attention  to 
Ciudad  Juarez,  and  the  State  of  Chihuahua  as  well. 

Chairman  DOMENICI.  All  right.  You  may  proceed. 

Mr.  Morgan.  Senator,  I  just  have  to  start  by  saying  that  if  the 
headquarters  building  of  Housing  and  Urban  Development  is  more 
depressing  than  the  Department  of  Energy,  then  they  pre  in  seri- 
ous trouble. 

Your  staff  asked  me  to  set  the  tone  this  morning,  to  speak  frank- 
ly from  the  heart  about  what  is  on  the  mind  of  someone  a  long  way 
from  Washington.  First,  much  is  right  in  our  world  and  we  forget 
that,  but  with  regard  to  handling  our  public  money,  we  have  been 
lucky  for  the  past  30  or  35  years.  We  could  be  lucky  for  much 
longer  maybe.  Changing  our  ways  is  a  much  better  course. 

Our  financial  behavior  creates  this  morning's  topic,  the  deficit. 
But  I  think  the  deficit  really  is  an  abstract.  It  is  a  measurement 
and  it,  at  least  in  my  daily  life,  does  not,  thank  God,  hang  over  my 
daily  life  like  some  kind  of  weird  specter. 
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But  it  is  an  abstract  and  Americans  do  consider  abstract  ideas. 
Our  Nation  is  an  idea.  In  considering  these  ideas,  former  Senator 
Howard  Baker  made  a  very  important  point  a  few  years  ago  that 
Americans  are  remarkably  right  in  their  decisions  if  they  have  the 
information. 

Last  fall,  the  American  people  had  the  information  and  they 
voted  incrementally,  district-by-district,  in  an  astonishingly  consist- 
ent manner.  Now,  when  I  think  about  some  of  these  broader  issues, 
and  understand  I  do  the  more  narrow  economic  things  for  a  living, 
I  look  at  five  broad  frameworks,  and  I  will  walk  through  those. 

All  of  these  matters  within  these  frameworks  need  to  be  consid- 
ered at  the  broadest  level  and  at  the  detail  level.  The  given  detail 
may  be  cheap.  If  as  my  children  would  put  it,  and  they  are  here 
today,  the  idea  is  really  stupid,  then  the  cost  does  not  matter. 

At  the  broadest  level,  the  decisions  are  moral,  but  all  the  deci- 
sions settle  to  resource  allocation — extracting  money  from  most 
Americans  and  spending  it  in  specific  ways. 

That  comes  as  a  result  of  our  spending  and  that  is  the  deficit. 
The  charge  last  November  was  to  change  our  ways  of  thinking  and 
doing,  to  execute  genuine  institutional  change.  If  we  meet  that 
challenge,  I  believe  the  deficit  will  take  care  of  itself. 

The  list,  creeping  government.  Now,  I  am  not  a  conspiracy  theo- 
rist, but  I  have  wondered  for  some  time  if  there  is  not  a  secret  soci- 
ety of,  you  might  call  it,  problem  creators.  Certainly  there  is  always 
some  new  problem  and  some  new  regulation  which  results  in  a  new 
bureaucracy. 

Now,  that  may  be  in  part  the  natural  human  tendency  to  do 
more  to  enhance,  if  you  will,  and  that  is  fine  in  the  private  sector 
because  the  market  will  make  a  decision  on  whether  it  is  a  good 
idea. 

One  small  example.  A  while  back,  someone,  somewhere  decided 
that  concrete  highway  bridges  and  even  medians  should  be  painted. 
Now,  of  course,  no  provision  existed  for  repainting  them  once  they 
get  covered  with  road  grime.  As  a  result,  going  north  from  the  big 
I,  we  have  a  pink  median  that  is  draped  in  gray  highway  crud.  Of 
course,  gray  highway  crud  blends  in  with  concrete. 

But  that  is  the  symptom  of  changing.  That  is  the  system  of 
thinking.  Senator.  That  is  the  micro-example  of  the  system  of 
thinking  and  that  is  what  we  need  to  change.  We  get  all  these  en- 
hancements and  I  really  think  that  the  enhancements  today  come 
at  great  cost  mostly,  and  the  result  is  mostly  more  government. 

Risk.  One  the  strange  notions  in  our  society  is  that  risk  is  bad. 
Indeed,  the  argument  is  that  all  risk  should  be  removed.  You  have 
heard  that  argument,  of  course,  with  regard  to  the  Waste  Isolation 
Pilot  Plant.  Senator  Tom  Daschle  put  it  well  on  Good  Morning 
America  2  weeks  ago  when  he  said,  "We  want  to  protect  working 
families."  The  key  word  is  "protect." 

One  trouble  is  that  Senator  Daschle  and  his  friends  get  to  define 
the  protection  subject  to  the  dialogue  with  the  rest  of  the  Senate. 
My  bet  is  that  working  people  of  all  stripes  and  income  levels 
would  rather  tend  to  their  own  business. 

Proper  reporting.  Accounting  systems  measure  us.  The  quality  of 
that  measurement  lies  beyond  today's  discussion,  but  certainly  one 
thing  is  certain.  Pulling  things  out  of  the  accounting  system  de- 
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grades  the  quality  of  the  measurement.  In  other  words,  for  me,  off- 
budget  is  a  lie. 

Money  coming  in  and  money  going  out  is  the  next  topic,  and  no- 
tice I  do  not  say  funding  there.  I  decided  a  while  back  that  using 
the  word  funding  is  a  way  to  mask  the  fact  that  we  are  desding 
with  money. 

There  is  an  economic  idea  called  the  fallacy  of  composition  that 
says  that  accounting  realities  of  families  and  businesses  do  not 
apply  to  national  economies,  and  to  a  degree  that  is  true. 

But  still,  over  time,  I  have  never  bought  the  notion  that  it  is  OK 
to  spend  more  than  comes  in.  And  with  regard  to  planning  spend- 
ing, I  heard  Richard  Armey,  Representative  Armey,  last  fall  give 
a  talk  and  make  the  point  that  for  the  Federal  Government,  for 
government  indeed.  State  and  I  assume  local,  that  planning  spend- 
ing starts  with  the  baseline  of  last  year's  spending  plus  inflation. 

Representative  Armey  reminded  us  that  an  increase  is  an  in- 
crease. Certainly  that  is  the  way  it  works  in  the  private  sector. 
More  money  is  more  money.  Now,  if  someone  wants  to  get  spending 
in  reasonable  balance,  there  is  a  question  of  where  to  start. 

I  would  start  with  the  spending  side.  On  the  income  side  at  the 
Federal  level,  let  me  emphasize,  I  am  against  increasing  taxes  as 
a  matter  of  principle.  And  again,  also  at  the  local  level  on  that 
point.  Government  may  be  the  opposite  of  business  in  that  increas- 
ing income  is  fairly  easy,  even  though  it  is  somewhat  politically 
risky. 

As  to  cutting  taxes  to  generate  more  income,  the  supply  side,  I 
never  bought  that  logic.  I  must  emphasize  that  as  to  cutting  taxes 
at  the  State  and  local  level,  I  think  we  have  got  plenty  of  taxes  to 
cut  around  here.  To  work  hard,  it  has  to  start  on  the  hard  part, 
the  tough  part,  and  that  is  the  spending  side. 

Robert  Samuelson  of  "Newsweek"  points  out  that  there  is  a 
schism  in  American's  thinking  about  government.  They  embrace 
specific  programs  while  being  generally  contemptuous  of  govern- 
ment as  a  whole.  "Don't  cut  my  program,"  we  say. 

The  answer  to  Samuelson's  insight  comes  from  Senator  Baker's 
insight  about  information  and  the  people's  decisions.  This  meeting, 
I  think,  is  part  of  getting  the  information  to  the  people,  and  I  am 
certainly  pleased  that  it  is  happening  gmd  pleased  to  be  here. 

I  think  most  Americans  would  accept  this  basic  proposition:  For 
government,  spending  more  than  comes  in  is  immoral  except  in 
down  times.  There  is  the  little  stuff,  middle  stuff,  and  the  big  stuff 
like  say  medicaid.  I  think  that  with  the  logic  of  genuine  institu- 
tional change,  not  merely  cutting  the  scope  and  size  of  a  program, 
that  pursuing  that  logic  should  work  wonders  through  the  govern- 
ment, and  I  think  with  that  logic,  the  deficit  should  take  care  of 
itself. 

Thank  you. 

Chairman  DOMENICI.  Thank  you  very  much. 

[The  prepared  statement  of  Mr.  Morgan  follows:] 
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Harold  Morgan 

Remarks  to  United  States  Senate 

Budget  Committee, 

Albuquerque,  Mew  Mexico,  April  19,  1995 

Your  staff  asked  me  to  help  set  the  tone  for  the 
morning — to  speak  frankly  from  the  heart  about  what's 
on  the  mind  of  someone  a  long  way  from  Ufeshington. 
But  first,  a  little  background  seems  appropriate. 

The  big  bank  in  this  market — Sunwest  Bank — pays 
me  to  track  the  economy  Sunwest  is  part  of  Boatmen's 
Bancshares  of  St.  Louis.  I  am  the  only  person  amount 
our  1 5.000  or  so  who  does  anything  close  to  what  I  do 

My  parents  and  my  brother.  Tom,  and  his  wife, 
Alison,  are  here  in  Albuquerque.  My  sister,  Connie,  lives 
in  North  Carolina. 

My  wife,  Chris,  does  administrative  computing  work 
at  Sandia  National  Laboratories    She  also  is  heavily 
involved  in  scout  work- — both  girls  and  boys.  1  tend  to 
be  the  cook,  if  only  for  self  protection. 

Chris  and  I  are  both  professional  staff.  We  are  rea- 
sonably paid  by  the  standards  of  our  companies.  If  you 
combine  our  incomes,  as  a  family  we  become  that  awful 
specter  that  drives  Representative  Richard  Gephardt's 
rhetoric  these  days. 

-^  Our  children,  Tom  and  Kathy  are  in  mid-school. 
^^_)y  do  scouts  and  baseball   When  1  see  Senator  Pete 
iJomenici  and  Representative  Steve  Schiff,  about  half 
the  time  it  is  at  little  league  games.  I  applaud  their 
attendance  at  little  league,  both  for  the  family  commit- 
ment and  as  a  way  of  keeping  their  heads  in  the  real 
worid. 

TWo  things  may  make  us  a  bit  different.  First,  in  our 
different  ways,  Chris  and  I  are  both  generalists.  I  do 
regional  economics,  but  more  as  an  informed  layman 
and  journalist  than  as  an  economist.  I'm  also  involved 
in  the  overall  marketing,  I  supervise  the  internal  newslet- 
ters and  handle  media  relations.  Chris  works  with  many 
different  computers  in  widely  varying  situations  and  is  a 
trainer 

A  second  difference  is  that  we  are  closer  to  the 
political  system  than  many  My  dad  was  offered  a  con- 
gressional race  in  Oklahoma  City  in  1953.  He  declined 
because  of  the  problem  of  feeding  his  family  during  the 
campaign. 

The  staff  didn't  know  it  when  we  discussed  this  pre- 
sentation, but  my  family  has  been  associated  to  some 
degree  with  Senator  Domenici  for  many  years    This 
association  stems  from  bieing  in  a  small  market,  being 
active  Republicans  and,  in  particular,  from  the  accident 
ofthe  work  done  by  myself,  my  brother  and  his  wife 
y  brief  mention  here  is  for  the  record. 

I  wrote  a  newspaper  story  on  Senator  Domenici's 
first  budget  presented  to  the  Albuquerque  City 


Commission.  Years  later  I  interviewed  to  be  Sen. 
Domenici's  press  secretary;  he  had  the  good  sense  to 
not  hire  me.  My  brother  Tom's  career  has  been  in  polit- 
ical work    As  a  staffer  for  GOPAC  from  1987  until  1991, 
Tom  helped  design  and  implement  some  of  the  training 
programs  that  today  so  amaze  the  major  media  people. 

Chris — my  wife — has  zero  patience  for  the  vague 
processes  and  even  less  for  the  nonsense  of  political 
campaigns. 

Much  is  right  in  our  world.  We  forget  that.  My 
reminder  came  last  year  with  the  annual  report 
from  the  Federal  Reserve  Bank  of  Dallas. 

But  with  regard  to  the  handing  of  our  public  money, 
we  been  lucky  for  the  last  30  or  35  years.  Republicans 
have  contributed  in  major  ways  to  our  need  to  be  lucky 
in  public  finance — largely  by  copping  out  on  their  pro- 
fessed principles.  A  big  reason  for  our  luck.  1  under- 
stand, comes  from  having  about  the  strongest  economy 
in  the  world  and  certainly  the  most  stable.  Lots  of 
money  has  appeared  from  other  countries  to  buy  our 
Treasury  Notes       We  could  be  lucky  for  much  longer. 
Maybe.  But  changing  our  ways  is  a  better  course. 

My  work  and  economic  thinking  focuses  on  the 
Sunwest  market  area,  something  small  relative  to  the 
nation.  This  area  (New  Mexico  plus  El  Paso)  has  per- 
haps 2  4  million  people  with  another  1 .5  million  or  so 
just  across  the  border  in  Ciudad  luSrez.  I  consider  the 
economics  of  the  region  and  the  decisions  of  the  firms 
within  it. 

Thus,  with  the  Committee's  indulgence,  it's  no  sur- 
prise that  much  micro  thinking  lies  embedded  in  consid- 
ering broader  matters. 

Our  financial  misbehavior  has  created  this  moming's 
topic:  the  deficit.  But  the  deficit  is  an  abstract.  And  not 
one  that  generates  much  excitement  in  the  daily  lives  of 
Americans. 

I  do  have  a  passion  for  abstracts.  Truth,  justice  and 
the  American  U&y  as  Superman  puts  it.  Those  begin- 
ning lines  of  the  Constitution  and  Declaration  of 
Independence.  The  elemental  tnjths  of  Socrates. 

Americans  consider  ideas.  After  all.  our  nation  is  an 
idea    And  in  our  lurching  way  we're  working  on  a  tnjly 
grand  idea — a  multi-racial  society. 

Former  Senator  Howard  Baker  has  said  that  the 
American  people  are  remarkably  right  in  their  deci- 
sions— if  they  have  the  infomiation    The  American  peo- 
ple had  the  information  last  fall.  No  single,  obvious  dri- 
ving force  (no  Ronald  Reagan,  no  Franklin  Roosevelt) 
held  the  spotlight.  Instead,  the  people  voted,  incremen- 
tally district  by  district,  in  an  astonishingly  consistent 
manner.  The  wisdom  of  the  people  for  me  was  validated 
in  the  exceptions  to  the  trend 

The  perfect  hindsight  of  the  polls  indicated  that 
these  ideas  have  been  coalescing  a  long  time.  Perhaps 
the  big  difference  was  that  the  good  guys  had  gotten 
their  acts  sufficiently  together  that,  for  the  first  time,  the 
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people  had  an  alternative  to  the  existing  order 

My  energy  on  these  political  matters  goes  to  candi- 
dates— putting  some  time  and  a  bit  of  money  in  places 
where  my  resources  might  make  a  difference    I  don't 
have  time  to  man  booths  at  civic  events  to  educate 
people  about  the  evils  of  the  deficit  which  explains  why 
1  didn't  give  Concord  Coalition  any  more  money  after  I 
found  it  was  to  be  an  educational  organization    I'm 
happy  it's  there.  I'd  rather  win  elections 

My  thinking  about  the  broad  issues  of  govemment 
and  the  corollary  problem  of  paying  for  govemment 
revolves  around  five  general  frameworks 

•  The  role  of  govemment:  Is  this  thing  appropriate? 
And.  if  so.  at  what  level? 

•  Money  coming  in  and  money  going  out  (Notice  i 
didn't  say  "funding"  I  think  use  of  the  word  "funding"  is 
a  way  to  mask  the  fact  that  we're  dealing  with  money) 

•  Proper  reporting. 

•  Risk 

•  Creeping  govemment. 

All  these  matters  need  to  be  considered  at  the 
broadest  level  and  at  the  detail  level.  The  given 
detail  may  be  cheap — that's  one  of  the  argument 
advanced  in  favor  of  the  Corporation  for  Public 
Broadcasting.  That's  specious.  If.  as  my  children  would 
put  it,  the  idea  is  really  stupid,  then  cost  doesn't  matter 
(By  the  way  I'm  persuaded  that  the  Corporation  for 
Public  Broadcasting  probably  is  a  good  idea    National 
Public  Radio  is  a  bad  idea.) 

Also  at  the  detail  level,  I  can't  imagine  the  public 
benefit  (other  than  growing  payrolls)  of  putting  one 
additional  police  officer  in  each  of  71  communities 
around  the  state.  Yet  that's  one  result  of  last  year's 
crime  bill. 

At  the  broadest  level  the  decisions  are  moral.  But 
all  the  decisions  settle  to  resource  allocation — extract- 
ing money  from  most  Americans  and  spending  it  in  spe- 
cific ways.  And  that  comes  to  the  results  of  our  spend- 
ing, namely  our  deficit.  The  charge,  last  November,  was 
to  change  our  ways  of  thinking  and  doing   If  we  meet 
that  challenge,  the  deficit  will  take  care  of  itself. 

I'll  walk  back  up  the  list  in  reverse  order 
•  Creeping  govemment: 

I'm  not  a  conspiracy  theorist,  but  I've  wondered  for 
some  time  it  there  isn't  a  secret  society  of  "problem  cre- 
ators." Cen:ainly  there's  always  some  new  problem  and 
some  new  regulation  which  results  in  a  new  bureaucracy 
In  part  it  may  just  be  a  natural  human  tendency  to  "do 
more"  and  "do  better."  That's  fine  in  the  private  sector 
because  "the  market" — meaning,  "customers" — will 
make  a  decision  about  the  matter.  Not  so  in  the  public 
sector. 

For  example:  A  while  back  someone  decided  that 


concrete  highway  bridges  and  even  medians  should  be 
painted.  Of  course,  no  provision  existed  for  re-painting 
them  once  they  get  covered  with  gray-colored  road 
grime,  stuff  that  would  blend  with  concrete.  As  a  result, 
going  north  from  the  I-40/I-25  interchange,  we  have  a 
pink  median  draped  with  grey  highway  crud    At  Lomas 
and  1-25,  we  have  a  grey  bridge  and  an  orange  and  grey- 
cnjd  bridge 

For  a  while.  NM  Highway  44  west  of  Bernalillo  has 
what  probably  is  called  an  'enhancement' — lovely  wide 
shoulders.  Signs  along  this  stretch  of  road  say  "Do  not 
drive  on  the  shoulder"  Tom.  my  1 2-year-old.  was  baffled 
at  the  logic.  He  didn't  like  my  explanation:  It's  the  sys- 
tem. 

It's  that  system  we  need  to  change. 

In  his  November  7.  1994  column,  Robert  Samuelson 
of  Newsweek  wrote  with  his  usual  eloquence  about  some 
broader  issues.  The  microscopic  "improvements'  (as 
defined  by  someone)  come  at  great  cost.  The  main 
result  is  more  govemment.  he  said. 

•  Risk: 

One  of  the  stranger  notions  in  our  society  is  that 
risk  is  bad.  Indeed,  the  argument  is  that  all  risk  should 
be  removed.  You've  heard  that  argument  made  against 
the  W^ste  Isolation  Pilot  Plant. 

Senator  Tom  Daschle  put  it  well  on  Good  Moming 
America  two  weeks  ago  (April  4,  1995)  when  he  said, 
"We  want  to  protect  working  families." 

In  the  first  place,  protection  can  stifle.  Another 
trouble  is  that  Sen.  Daschle  and  friends  get  to  define 
the  protection.  My  bet  it  that  working  people  of  all 
stripes  and  income  levels  would  rather  tend  to  their  own 
business. 

Here's  a  small  example  of  the  absurdity:  At 
Sunwest's  main  office,  we  have  small,  red  signs  in  the 
stainvell.  The  signs  say:  V^tch  Your  Step. 

Here's  the  real  message  of  the  signs:  Don't  be  stu- 
pid while  walking  down  the  stairs.  Actually  the  signs 
add  to  the  slight  danger  by  being  distracting. 

•  Proper  reporting: 

1  first  took  economics  because  it  offered  a  very 
appealing  framework  for  considering  the  worid.  It  still 
does   At  base,  economics  is  about  choices — how 
they're  made  and  why  A  good  many  choices — most 
perhaps — don't  involve  money  But  they  still  involve  cri- 
teria, altematives  and  costs  and  benefits — however 
imperfectly  measured    And  they  have  effects    Certainly 
my  dad's  choice  on  the  political  race  has  resonated 
through  our  family 

Accounting  systems  measure  us.  The  quality  of  that 
measurement  lies  beyond  today's  discussion. 

But  one  thing  is  certain:  Pulling  things  out  of  the 
accounting  system  degrades  the  quality  of  the  measure- 
ment. In  other  words:  Off-budget  is  a  lie.  Ax  a  mini- 
mum, off-budget  creates  an  incredible  incentive  for  chi- 
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canery  Treating  capital  spending  as  a  cash  item  isn't 
Tiuch  better 
.''loney  coming  in  and  money  going  out: 

My  brother  calls  my  opinions  "orthodox  Republican 
theology"  Close  enough 

The  Fallacy  of  Composition  came  early  in  my  intro- 
ductory economics  My  1973  version  of  Paul 
Samuelson's  EcoMomics  contains  seven  references,  the 
first  on  page  14.  The  apology  for  government  spending 
more  than  it's  income  lurks  on  page  370.  \fery  roughly 
the  idea  argues  that  v/hat  works  for  individuals  and  fami- 
lies doesn't  necessarily  work  for  the  national  economy 
One  application  says  the  accounting  realities  of  families 
and  businesses  don't  apply  to  national  economies   To  a 
degree  that's  tnje.  Families  and  businesses  that  spend 
more  than  they  take  in  eventually  mn  out  of  money 

1  know  governments  can  print  money  That  doesn't 
make  it  right.  Nor  does  it  mean  it  works  over  the  long 
tenm. 

With  regard  to  planning  spending,  last  Fall  I  heard 
Rep.  Rjchard  Armey  give  a  version  of  what  probably  is 
his  standard  talk.  One  of  his  points  was  so  awesome 
and  so  forgotten  as  to  boggle  the  mind.  Planning  gov- 
ernment spending  tends  to  start,  he  said,  with  a  base- 
line that  is  current  year  spending  plus  anticipated  infla- 
tion, say,  3%  or  so. 

Rep.  Armey  reminded  us  that  an  increase  is  an 
iiicrease.  In  effect,  he  said  real  spending  is  the  number 
of  dollars,  not  the  inflation  adjusted  number  of  dollars. 

If  one  wants  to  get  spending  in  reasonable  balance 
with  income,  "Where  to  start?"  becomes  the  question 
With  income?  Or  spending? 

1  would  start  with  the  spending  side. 

On  the  income  side,  I'm  against  increasing  taxes  as 
a  matter  of  principle.  Government  may  be  opposite  of 
business  in  that  increasing  income  is  fairly  easy  even 
though  pKslitically  risky  As  to  cutting  taxes  to  generate 
more  income — the  Supply  Side — 1  never  bought  that 
logic.  Orthodox  Republican  theology  again,  no  doubt. 
AJso,  cutting  taxes  is  much  too  easy.  Politicians  declare 
victory  and  go  home. 

To  work,  it  has  to  start  on  the  hard  part — the 
spending  side    That  gets  to  my  final  item 
•  The  role  of  government: 

Robert  Samuelson  points  out  that  the  /American 
people  have  an  odd  schism  is  their  thinking  about  gov- 
ernment— embracing  specific  programs  while  generally 
contemptuous.  "Don't  cut  my  program,"  we  say 

The  answer  to  Robert  Samuelson's  insight  comes 
/rom  Senator  Baker's  insight  about  information  and  the 

>ple's  decisions  This  meeting  is  part  of  getting  the 
information  to  the  people. 

Most  Americans.  I  believe,  would  accept  this  basic 


proposition:  For  government,  spending  more  than 
comes  in  is  immoral  (except  in  down  times). 

Standing  in  the  way,  we've  got  millions  of  people 
who  have  used  Paul  Samuelson's  text  in  economics  and 
who  have  in  the  back  of  their  minds  an  opposite  notion 
We've  also  got  the  nasty  habits  of  the  past  35  years. 

I  suspect — though  of  course  I  can't  prove  it — that 
people  who  buy  Paul  Samuelson's  argument  have  pro- 
portionately more  jobs  in  the  federal  bureaucracy  and 
used  to  have  proportionately  more  jobs  on  congression- 
al staffs 

Everything  has  to  be  on  the  table.  Everything 

There's  the  little  stupid  stuff  such  as  placing  art 
objects  along  Route  66  and  1-25  to  create  a  cultural  cor- 
ridor— another  "enhancement'  to  the  highway  program. 
Gentlemen,  please  stop  this  particular  nonsense  as 
soon  as  you  get  back  to  V^shington. 

There's  the  middle  stuff  that's  on  thin  conceptual 
ice:  The  Economic  Development  Administration,  the 
Small  Business  Administration.  Amtrak. 

The  big  things  must  be  attacked,  too. 

Medicaid,  for  example    First,  the  situation  of 
enhancements  and  expanded  horizons  certainly  applies 
here.  More  specifically  some  of  you  may  remember  Gail 
Fosler  from  her  time  with  this  committee.    She  is  chief 
economist  with  the  Conference  Board.  In  her  Febnjary 
newsletter,  she  says.  "The  primary  source  of  growth  in 
medicare  spending  is  not  caseload  or  increases  in  physi- 
cian or  hospital  reimbursement  rates,  which  Congress 
has  reduced  repeatedly  Rather,  the  rise  is  the  result  of 
the  growing  number  of  claims  per  beneficiary  and  costs 
per  claim — areas  which  Congress  has  been  reluctant  to 
control    Genuine  institutional  change  involving  a  com- 
bination of  managed  care  practices,  revision  in  federal 
copayment  njles.  and  increases  in  premiums  for  physi- 
cian care,  and  modeled  after  practices  in  the  private 
sector  would  yield  substantial  savings. ' 

This  logic  of  genuine  institutional  change — not 
merely  cutting  the  scope  and  size  of  a  program — should 
work  wonders  through  the  govemment.  And  with  that 
logic  applied,  the  deficit  should  take  care  of  itself 

I'll  close  with  two  quotes,  one  short  and  the  other 
real  short.  Garrett  Hardin,  a  biologist  and  environmen- 
talist, has  a  aile  for  ecologists  (a  species  quite  different 
from  environmentalist).  It  is:  "We  can  never  do  merely 
one  thing." 

As  you  precede  with  the  great  work  of  changing 
thinking  and  institutions,  please  remember  that  rule.  But 
don't  fear  it,  for  fear  would  lead  to  paralysis. 

The  second  thought  comes  from  Bart  Giamatti,  the 
late  baseball  commissioner  "Management  is  the  capac- 
ity to  handle  multiple  problems,  neutralize  various  con- 
stituencies, motivate  personnel ...  Leadership,  on  the 
other  hand,  is  an  essentially  moral  act — not,  as  in  most 
management — an  essentially  protective  act.  It  is  the 
assertion  of  a  vision,  not  simply  the  exercise  of  a  style." 


Chairman  DOMENICI,  How  does  Concord  want  to  handle  this? 
Joe,  you  want  to  speak  part  of  it  and,  Mr.  Creamer,  you  want  to 
speak  for  part  of  the  time? 

Mr.  Rose.  I  will  lead  out  and  Will  will  finish. 

Chairman  DOMENICI.  OK.  Joe  Rose,  Concord  Coalition  of  New 
Mexico. 
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STATEMENT  OF  JOE  ROSE,  STATE  DIRECTOR,  CONCORD 
COALITION,  STATE  OF  NEW  MEXICO 

Mr.  Rose.  Thank  you,  Senator,  for  inviting  the  Concord  CoaHtion 
to  testify  this  morning. 

As  you  know,  our  friendship  and  association  runs  back  some  24 
years,  and  I  appreciate  your  knowledge  and  your  determination  to 
do  something  about  this  problem.  Based  on  the  most  recent  press 
releases  and  articles,  also  your  testimony  yesterday  at  Santa  Fe — 
we  had  the  pleasure  of  making  that  meeting  as  you  know — and  in 
vour  remarks  this  morning,  it  tells  us  that  this  largely  is  for  the 
benefit  of  the  audience,  to  educate  the  public,  to  tell  people  what 
is  going  on  more  than  to  inform  you. 

So  under  those  kind  of  circumstances,  I  would  like  to  launch  into 
what  the  Concord  Coalition  has.  This  is  very  important  to  New 
Mexico,  to  the  Nation  and  our  Government  to  adopt  a  sustained, 
credible  and  fair  program  to  balance  our  Federal  budget  and  to 
keep  it  balanced. 

As  many  people  in  the  room  know  here,  the  Concord  Coalition  is 
a  bipartisan  grassroots  organization  founded  in  1992  by  former 
Senators  Warren  Rudman  and  Paul  Tsongas  when  they  saw  that 
the  Congress  had  no  real  discipline  about  getting  the  spending 
under  control. 

They  formed  an  organization  dedicated  to  balancing  the  Federal 
budget,  to  informing  the  public,  and  to  educating  the  decision-mak- 
ers. Here  is  why  we  think  the  balanced  budget  is  a  key  to  our  eco- 
nomic future.  In  order  to  have  a  robust,  sustained  economic 
growth,  we  have  got  to  constantly  increase  productivity.  Each 
worker  has  to  produce  more  with  the  same  amount  of  effort  and 
time. 

Increasing  productivity  lets  us  increase  our  incomes  without  in- 
creasing the  inflation.  Now,  the  way  we  do  that  is  to  invest  in  re- 
search, development,  improved  plants,  better  trained  workers.  To 
get  the  money  for  these  investments,  we  have  to  have  a  pool  of  sav- 
ings, preferably  American  savings. 

If  we  borrow  money  from  abroad,  we  may  enjoy  the  jobs  that  are 
created,  but  the  foreign  investors  will  own  the  profits  and  decide 
what  will  be  done  with  the  wealth  generated  by  that  investment. 
Now,  here  comes  the  rub. 

Increasing  savings  is  hard.  Americans  on  the  average  save  much 
less  than  the  citizens  of  many  other  nations,  but  that  is  not  the 
worst  of  it.  While  our  savings  rate  has  declined,  our  Federal  Gov- 
ernment has  drained  off  our  national  savings  to  finance  the  budget 
deficits,  and  the  only  way  the  government  can  increase  national  net 
savings  is  to  stop  running  deficits. 

Why  has  our  government  been  running  huge  deficits  in  the  last 
15  years?  Not  to  fight  a  world  war,  not  to  rescue  our  citizens  from 
the  throes  of  a  serious  economic  depression,  and  not  to  make  in- 
vestments needed  to  make  our  economy  grow. 

Instead,  Federal  budget  deficits  are  being  run  up  largely  because 
our  political  system  is  incapable  of  sa3dng  no  to  federally-financed 
consumption,  and  unwilling  to  say  yes  to  the  taxes  required  to  pay 
for  that  consumption. 

What  we  are  really  doing  today  is  asking  our  kids  to  pick  up  the 
bill.  I  appreciated  the  Mayor's  remarks  about  his  young  children 
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maybe  inheriting  some  of  this  problem.  That  is  what  it  means  to 
run  deficits  today  and  just  put  them  on  the  tab.  The  so-called  tab 
is  our  public  debt.  The  growth  of  that  debt  has  been  staggering 
over  the  last  15  years. 

Now  I  invite  your  attention  to  our  poster  and  the  help  of  our  Al- 
buquerque Chapter  President,  Doug  Atkins.  He  is  a  young  engineer 
out  at  Sandia  Labs.  He  is  concerned  very  much  because  he  is  a 
baby  boomer.  He  is  wondering  if  there  is  going  to  be  anything  for 
him  come  retirement,  or  if  there  is  going  to  be  anything  out  of  his 
paycheck. 

Now,  looking  at  the  chart  over  there,  from  the  beginning  of  our 
Nation — Doug,  hold  up  the  hockey  stick — the  blue  part  of  the  hock- 
ey stick  represents  200  years  of  our  government  operating  through 
the  Civil  War,  World  War  I,  the  Depression,  World  War  II,  Korea, 
whatever,  and  only  running  up  $1  trillion  of  debt. 

But  at  the  end  of  President  Carter's  administration,  the  Federal 
debt  started  off.  Now,  Doug,  if  you  will  place  that  over  the  red  part 
of  the  debt?  Harry  Figgy,  in  writing  his  book  "Bankruptcy  1995," 
and  further  quoted  by  Editor  Bill  Hume  in  Sunday's  Albuquerque 
Journal,  come  up  with  the  idea  of  a  hockey  stick. 

He  is  saying  that  the  blue  portion  were  the  good  years  when  a 
trillion  dollars  might  fascinate  us;  yet,  we  would  not  deal  with  it 
when  we  could.  Since  the  last  12  years,  the  debt  has  skyrocketed 
clear  off  the  chart.  We  are  looking  at  $5  trillion  at  the  end  of  1995. 

Chairman  DOMENICI.  Better  let  him  speak. 

Mr.  Rose.  I  have  and  I  have  concluded  my  remarks  and  I  will 
now  yield  to  Will. 

Chairman  DOMENICI.  Thank  you  very  much. 

[The  prepared  statement  of  Mr.  Rose  follows:] 
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On  behalf  of  The  Concord  Coalition,  I  am  pleased  to  have  an  op(  ortunity  today  to  tell  you 
how  very  important  it  is  to  New  Mexico,  and  the  nation,  that  our  goveinment  adopt  a  sustained, 
credible,  and  fair  program  to  balance  the  federal  budget  and  keep  it  balan  :ed. 

The  Concord  Coalition  is  a  bipartisan  grass  roots  organization  foinded  in  1992  by  former 
Senators  Warren  Rudman  (R-NH)  and  Paul  Tsongas  (D-MA).  Our  organization  is  dedicated  to 
balancing  the  federal  budget  and  thereby  strengthening  the  nation's  econc  ay.  Here's  why  we  think 
a  balanced  budget  is  the  key  to  our  economic  future: 

o  In  order  to  enjoy  robust,  sustained  economic  growth,  wc  must  consts  itly  increase  productivity. 
That  means  each  worker  must  produce  more  with  the  same  an  ourt  of  effort  and  time. 
Increasing  productivity  is  the  only  way  we  can  increase  our  in  omes  without  increasing 
inflation. 

0  The  only  way  to  increase  productivity  is  to  invest  in  research,  dove  opment,  improved  plants, 
equipment  and  processes,  in  better  transportation  and  communica  ion,  m  better  trained  and 
educated  worker. 

o  To  get  the  money  for  these  investments,  we  must  have  a  pool  of  sav  ngs,  preferably  American 
savings.  (If  wc  borrow  money  -from  abroad,  we  may  enjoy  the  job  s  that  arc  created,  but  the 
foreign  investors  will  own  the  profits  and  will  decide  what  shouk  be  done  with  the  wealth 
generated  by  the  investment  of  their  savings.) 

0  Increasing  savings  is  hard.  Americans,  on  average,  save  much  less  t  lan  citizens  of  many  other 
nations,  and  over  time,  our  savings  rate  has  declined.  That's  not  ti  c  worst  of  it.  Even  while 
our  savings  rate  has  declined,  our  federal  government  has  drained  iff  our  national  savings  to 
finance  budget  deficits.  The  only  sure  way  the  government  can  inc  -ease  net  national  savings 
is  to  stop  running  deficits. 

*  accompanied  by  Willis  Creamer,  Concord  Coalition  member 
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Why  has  our  govemmeni  been  running  huge  deficits  for  the  U  st  15  years? 

Not  to  fight  a  world  war. 

Not  to  rescue  our  citizens  fixjm  the  throes  of  a  serious  rconomic  depression. 

And  not  to  make  the  Investments  needed  to  make  our  e  xinomy  grow. 

Instead,  federal  budget  deficits  are  being  run  up  largely  becat^  e  our  political  system  is 
incapable  of  saying  "no"  to  federally-financed  consumption  and  unwi  Jing  to  say  "yes"  to  the 
taxes  required  to  pay  for  the  consumption. 

What  we  are  really  doing  is  asking  our  kids  to  pick  i^  the  bill  That's  v/hat  it  means  to 
run  deficits  today  and  just  "put  thcra  on  the  tab." 

The  so-called  "tab"  is  our  public  debt.  The  growth  of  that  debt  las  been  staggering  over 
the  last  IS  years. 

o  From  the  beginning  of  our  nation  until  President  Carter  left  offi  «,  the  federal  debt  grew 
to  nearly  $1  trillion  dollars  -  $1,000,000,000,000  -  ar  amount  that  seemed 
incomprehensible  at  the  time. 

0  Twelve  years  later,  when  President  Bush  left  office  and  President  Clinton  was  being  sworn 
in,  the  public  debt  stood  at  nearly  $4  trillion  dollars. 

0        By  the  end  of  calendar  year  1995,  the  nation's  public  debt  will  r  »ch  S5  trillion  dollars. 

For  those  who  say  that  our  budget  situation  is  on  an  even  keel  ant  generally  under  control, 
just  think  about  the  fact  that  we  are  continuing  to  add  nearly  a  trillion  do  lars  of  public  debt  every 
three  years,  as  a  result  of  borrowing  ail  the  excess  revenues  from  the  soci;  I  security  and  oflier  trust 
funds,  plus  another  approximately  $200  billion,  year  after  year,  after  ye;  r. 

Our  public  debt  is  continuing  to  mount  up  at  a  rate  faster  than  ft  ;  growth  in  our  tax  base 
or  gross  domestic  product.  Interest  costs  are  growing  along  with  the  tncr<  asing  debt  Interest  costs 
are  the  nation's  second  largest  program,  exceeded  in  the  budget  only  by  Social  Security. 

The  burden  of  servicing  this  generation's  debt  will  be  passed  aloig  tojutwe  generations. 
As  they  stagger  under  this  load,  they  will  ask  what  we  purchased  with  all  ie  money  we  borrowed 
What  will  we  tell  them? 

That  we  simply  couldn't  wean  ourselves  from  programs  that  we  ■  njoyeid  at  the  time? 

That  we  would  have  supported  tough  choices  if  only  the  others  in :  nvolved  in  our  collective 
decision  making  process  wouki  have  done  likewise? 

That  we  were  afraid  of  the  political  consequences  of  ending  suhsfc  ies  to  the  well  organized 
groups  and  special  interests? 

Or  that  we  knew  full  well  what  we  were  doing  and  just  decided  to  leave  the  bill  for  the  kids 
to  pay  off? 
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The  Concoid  Coalition  was  established  to  tty,  from  the  na  ion's  grass  roots,  on  a 
bipartisan  baisis,  to  arouse  average  citizens,  ann  them  with  the  facts,  md  communicate  to  our 
elected  leadei?  that  many,  many  of  their  constituents  are  so  conceme*  about  the  future  of  oxu- 
nation  that  they  are  not  only  willing  to  do  tfaeir  share  but  earnestly  lies'  secb  their  elected  leaders 
to  make  the  tough  choices  lequiicd  to  bring  an  end  to  chronic  budget  t  eficits. 

The  Concoid  Coalition  supported  the  balanced  budget  amend]  lent  to  the  Constitution 
because  it  would  have  forced  botii  the  Executive  and  Legislative  Brai  x:hes  to  make  the  tough 
choices  required  to  get  our  taxes  and  ^nding  paths  to  converge.  Evei  i  Aough  the  amendment 
did  Qot  pass,  the  job  still  remains,  and  tiie  ivindow  of  opportunity  is  stil  there.  There  will  not  be 
a  better  time  in  the  future  for  balancing  the  budget  We  should  not  let  tl  is  moment  slip  by  —  and 
then  look  back  a  decade  from  now  and  asic,  "Why  didn't  we  solve  this }  roblem  back  in  the  mid- 
1990's  wiien  it  would  have  been  so  easy?" 

Because  The  Concord  Coalition  has  taken  such  a  strong  stand  against  budget  deficits, 
people  challenged  us  to  spell  out  exactly  how  we  would  balance  tJ.s  budget  The  Concord 
Coalition's  Zero  Deficit  Plan  for  the  Year  2000  was  published  in  Septtmber,  1993.  Next  week, 
on  May  1 ,  we  plan  to  release  an  updated  version,  u^ing  cunrent  Cont  ressional  Budget  OfSce 
projections,  that  would  achieve  balaiice  in  the  year  2002.  If  our  plan  wei ;  adopted  and  we  stayed 
on  course,  by  2005  we  would  be  running  annual  surpluses  of  $103  billisn. 

In  formulating  Concord's  Zero  Deficit  Plan,  several  considerat  ons  guided  selection  of 
which  spending  cuts  should  be  included.  We  asked: 

Does  this  program  merit  high  priority  today  compared  to  mccti  ig  odier  needs? 

Does  the  program  benefit  a  broad  range  of  taxpayers  or  focus  c  n  a  narrow  interest? 

Does  the  program  woric  effectively  to  axxx)n:q>lish  something  ti  at  can  be  done  only  or 
best  by  the  federal  government? 

Does  a  proposed  change  ask  most  from  those  vviio  can  aflbn   to  shoulder  a  heavier 
burden? 

Have  all  sectors  been  asked  to  contribute? 

And,  what  is  probably  becoming  the  "question  of  the  year,"  '.  f  this  program  did  not 
already  exist,  would  we  set  out  to  create  it? 

The  Z£ro  Deficit  Plan  involves  all  four  of  the  "basic  budget  bu  Iding  blocks:"  defense, 
domestic  discretionary  programs;  entitlements  and  taxes.  It  would  be  p;  lased  in  over  a  six  year 
period,  reaching  balance  in  2002. 

1 .  DEFENSE:  We  recommend  a  very  slight  reduction  in  the  current  d  sfense  downward  glide 
path.  Defense  outlays  this  year  will  be  $270  billioiL  Under  current  poiicies,  defense  spending 
would  be  held  almost  constant,  rising  to  $280  billion  in  2002.  Conco)  i  recommends  defense 
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outlays  of  $275  billion  in  2002.  Holding  defense  to  this  level  means  co  itinuiaig  to  downsize  oxir 
military  and  redesigning  defense  plans  with  post-Cold  War  realities  in  t  dnd.  It  means  continuing 
to  close  militaiy  bases,  something  that  hits  close  to  home  here  in  Ncv   Mexico. 

2.  DOMESTIC  APPROPRIATIONS:  We  call  for  reducing  domest  c  appropriations  by  $40 
billion  in  the  year  2002.  This  is  roughly  the  amount  that  current  pro^  uns  mtist  be  trimmed  in 
2002  in  order  to  freeze  domestic  appropriations  at  approximately  their  current  levels.  We  often 
hear  people  say  that  its  not  necessary  to  cut  appropriations,  that  we  nee  1  only  to  stop  them  from 
growing.  Mr.  Chairman,  wc  know  you  understand  that  freezing  total  ap  )ropriations  for  domestic 
programs  just  isn't  that  easy.  It  can  be  done.  It  must  be  done.  But  it  wii  require  dozens,  perhaps 
hundreds,  of  very  hard  decisions.  Some  of  those  decisions  will  a  feet  New  Mexico.  But 
balancing  the  budget  requires  discipline  In  domestic  spending  as  well  as  in  other  parts  of  the 
budget  We  hope  that  you  can  convince  your  Senate  colleagues  to  .sta]   the  course. 

3.  ENTITUEMENT  SPENDING:  Reductions  in  entitlement  spending  supplied  more  than  half 
of  the  Tjero  Deficit  Flan's  deficit  reduction.  Why?  because  that  is  \^ere  most  government 
spending  occurs  and,  even  more  importantly,  it  is  the  entitlement  area£  that  are  driving  deficits 
upward  and  relentlessly  claiming  federal  dollars  without  having  to  comiete  with  other  priorities. 

The  keystone  of  our  entitlement  recommendations  was  a  comprehensivi  entitlement  means  test. 
It  would  apply  to  all  entitlement  payments  to  individuals  —  including  r  icdicare,  social  security. 
Entitlement  payments  to  people  in  frunilies  with  total  incomes  of  $4(  ,000  or  more  would  be 
reduced  in  proportion  on  a  sliding  scale  basis,  at  a  rate  of  10  pcrci  nt  for  every  additional 
$10,000.  For  example,  a  family  with  $40,000  of  "other  income"  and  $10,000  of  entitlement 
payments  would  have  those  payments  subject  to  a  10  percent  reductio  i,  or  $1000.  Thus,  their 
total  income  would  be  $49,000  rather  than  $50,000.  A  family  with  $1 00,000  of  ofeer  income 
and  $10,000  in  entitlement  benefits  would  have  those  benefits  reduced  zy  70  percent  or  $7,000 
and  their  income  would  be  $103,000  rather  than  $1 10,000. 

In  addition  to  the  means  test,  we  recommended  a  number  of  spcci:  ic  entitlement  program 
changes  incltiding  adding  another  year  to  Social  Security  retirement  a|  e,  raising  Medicare  co- 
payments  and  premiums,  reducing  government  retirement  and  healtj  benefits,  cutting  farm 
subsidies  roughly  in  half,  and  reforming  various  ■wt'faie  programs  to  t  uphasize  work. 

4.  REVENUES:  All  of  our  spending  recommendations  still  did  not  b:  lance  the  budget.  They 
brought  spending  down  from  22  percent  of  Gross  Domestic  Product  (Gl  )P)  to  19.5  percent  But 
today,  tax  revenues  equal  only  19  percent  of  GDP.  Therefore,  we  recor  imended  increasing  tax 
revenues  to  the  same  19.5  percent  We  recommended  four  specific  pol  cies  to  do  this: 

o        a  25-cent-per-gallon  increase  in  the  gasoline  tax  phased  m  over  five  years; 

o        including  as  taxable  income  the  value  of  employer-provided  t  jalth  care  benefits  that 
exceed  the  average  cost  of  employer-provided  policies; 

o        increased  alcohol  and  cigarette  taxes;  and 

o        limiting  mortgage  interest  deductions  to  $20,000  per  year  on  a  irincipal  residence. 
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0  In  addition,  wc  are  very  supportive  of  the  USA  Tea  System  an  income  tax  reform 
sponsored  by  Senator  Domenici  and  Senator  Sam  Nuon.  This  plan  would  tax 
consumption  and  reward  savings,  using  the  existing  federal  in  x>me  tax  system.  In  our 
Zero  Deficit  Plan,  we  do  not  count  on  extra  revenues  to  come  into  the  federal 
government  as  a  result  of  this  plan,  but  we  think  it  is  a  very  good  step  io  helping  to 
encourage  Americans  to  increase  their  savings. 

Mr.  Chairman,  The  Concord  Coalition  of  New  Mexico  is  prot  d  that  you  represent  our 
state  in  the  United  States  Senate.  By  your  words  and  your  actions,  'Ou  are  demonstrating  a 
commitment  to  the  same  goal  our  organization  was  fomaed  to  pursue:  g  :tting  our  federal  budget 
into  balance  through  fair  and  equitable  means. 

We  know  that  when  you  return  to  the  Capitol  next  week,  you  Vi  ill  be  going  back  to  face 
some  of  the  most  difiScuit  challenges  in  you  career.  You  have  the  unt  aviable  task  of  not  only 
figuring  out  how  to  balance  the  budget  but  getting  your  fellow  Senators  —  and  the  rambunctious 
crowd  in  the  House  of  Representatives  -  to  agree  on  a  policy  that  a  n  ajority  can  support.  We 
wish  you  every  success.  So  much  is  riding  on  the  outcome  of  your  cf  orts. 

This  year  may  stand  out  as  an  unprecedented  opportunity  to  idopt  a  balanced  budget 
policy.  The  deficit  is  "only"  $200  billion  or  less.  We  don't  have  a  re  :ession.  And,  voters  are 
saying  that  they  want  deficit  reduction  even  more  than  they  want  a  ax  cut  The  climate  for 
balancing  ^e  budget  has  seldom  been  better. 

Balancing  the  budget  is  the  best,  and  probably  the  only,  way  to  vake  sure  our  nation,  and 
otir  state  of  New  Mexico,  can  look  forward  to  the  kind  of  prosperity  ir  the  fiiture  that  we  have 
taken  almost  for  granted  in  the  past.  It  is  important  that  the  entire  lation  work  together  to 
achieve  this  goal.  If  dijSerent  states,  different  interests,  different  groups  \  II  focus  entirely  on  their 
own  narrow  wishes,  the  result  will  be  continued  deficits,  a  stagnating  economy,  and  reduced 
opportunities  for  the  generations  that  succeed  us.  Over  the  next  few  mi  ntbs,  we  expect  to  hear 
group  after  group  loudly  defending  the  status  quo.  Every  group  wiU  pt  int  at  all  the  others  and 
say  tfiat  "someone  else"  should  bear  the  brtmt  of  deficit  reduction. 

Some  people  sec  only  the  short  term  pain  in  balancing  the  budge  ,  They  fail  to  recognize 
the  long  term  gains.  For  example,  we  know  that  the  Social  Security  ar  d  Medicare  systems  are 
in  trouble  down  the  road.  Medicare  is  projected  to  run  negative  begini  ing  in  2002,  and  Social 
Security  in  2013  when  baby  boomeis  begin  to  retire.  However,  even  if '.^e  "fix"  these  programs, 
our  economy  will  not  generate  the  income  and  wealth  reqtiired  to  continue  financing  the 
retirement  of  the  baby  boom  generation  —  unless  we  also  get  the  fedet  U  budget  into  balance. 

Mr.  Chairman,  The  Concord  Coalition  believes  that  we  are  all  In  this  together.  We  all 
have  to  be  willing  to  participate  in  some  of  the  short  term  sacrifice  so  t)  lat  we,  and  our  children 
and  grandchildren,  can  enjoy  the  long  term  benefits  of  a  prosperous  economy  and  a  strong 
nation.  The  going  will  be  tough  this  year  as  you  lead  the  Senate  to  ma  ce  one  incredibly  tough 
political  decision  after  another.  We  think  you  arc  on  the  right  track,  ai  d  wc  encourage  you  to 
stsy  the  course. 


STATEMENT  OF  WILL  B.  CREAMER,  CONCORD  COALITION, 
STATE  OF  NEW  MEXICO 

Mr.  Creamer.  Mr.  Chairman,  I  will  try  to  translate  those  words 
into  the  action  required  to  reach  a  zero  deficit.  Let  us  use  this 
year's  budget  to  illustrate  the  dilemma  you  face.  Expected  revenues 
are  $1,346  billion  from  which  four  programs  cannot  be  cut. 
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Interest  on  the  debt,  you  mentioned  it  at  $339  billion.  I  had  $334 
billion. 

Chairman  DOMENICI.  Right. 

Mr.  Creamer.  Social  Security,  $336  billion;  retired  military  pay- 
ments and  disabled  veteran's  care,  $64  billion;  retired  Federal  em- 
ployees' annuities,  $65  billion;  national  defense,  while  not  fixed,  is 
generally  accepted  to  be  at  about  the  $272  billion  level. 

Together,  they  take  79.5  percent  of  the  revenues.  That  leaves  you 
20.5  percent,  only  $276  billion  this  year,  in  order  to  pay  for  all  the 
rest  of  the  government  and  the  entitlements,  which  together  cost 
$461  billion. 

You  have  recently  stated  that  the  Government  agencies  should 
be  cut  22  percent,  and  the  entitlements  sharply  cut.  We  agree  with 
you.  Assuming  the  Government  agencies  cost  $200  billion 

Chairman  DOMENICI.  I  did  not  say  entitlements  should  be  sharp- 
ly cut. 

Mr.  Creamer.  I  beg  your  pardon? 

Chairman  DOMENICI.  I  did  not  say  entitlements  should  be  sharp- 
ly cut  because  they  will  not  be;  but  rather,  that  their  growth  has 
to  be  reduced.  Instead  of  growing  at  ten,  they  may  have  to  grow 
at  six,  but  they  will  grow  and  we  will  still  get  the  balanced  budget. 
They  do  not  have  to  be  cut.  You  can  use  your  own  words. 

Mr.  Creamer.  Well,  using  this  as  an  example,  it  shows  what  the 
problem  is.  That  is  what  I  am  attempting  to  do. 

Chairman  DoMENlCi.  Got  it. 

Mr.  Creamer.  This  would  leave,  out  of  the  expected  deficit  of  this 
year  of  $192.5  billion — that  is  the  figure  I  got  from  the  Treasury — 
for  entitlements.  That  should  be  cut  from  entitlements,  I  mean.  I 
am  sorry. 

Chairman  DOMENICI.  Yes. 

Mr.  Creamer.  I  know  you  plan  to  do  this  over  7  years  in  order 
to  not  affect  the — have  an  adverse  effect  on  the  economy,  but  what 
I  pointed  out  for  1995  is  going  to  be  the  same  thing  in  1996,  1997, 
1998.  Every  year  it  will  be  just  as  bad  as  revenues  and  outlays  in- 
crease at  about  the  same  rate. 

We  must  now  accept  the  fact  that  the  United  States  is  the 
world's  greatest  debtor  and  act  accordingly.  We  must  establish  an 
acceptable  minimum  standard  for  what  the  United  States  Govern- 
ment should  do,  and  then  fund  that  accordingly. 

After  looking  closely  at  the  Government's  role,  it  is  hard  to  see 
how  more  than  a  few  billion  might  be  cut  out  of  it.  But  the  Concord 
Coalition  plan  and  the  revision  to  be  released  has  well-thought  out 
ways  to  increase  revenues  without  hurting  those  at  the  lowest  in- 
come levels. 

Now,  I  want  to  quickly  cover  the  debt,  which  is  expected,  you  say 
it  is  $6.7  trillion  in  2000;  my  figure  was  much  less  than  that.  So 
it  is  going  to  be  even  worse  than  what  I  say. 

Upon  reaching  a  zero  deficit,  we  should  start  paying  it  off  at,  let 
us  say,  $50  billion  a  year.  If  we  had  the  same  interest  rate 
throughout  the  years  ahead  and  never  missed  a  payment,  we  could 
get  that  debt  paid  in  the  year  2133.  During  those  130  years,  our 
descendants  would  have  paid  $26  trillion  in  interest  on  our  debt  of 
$6.5  trillion. 
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Most  of  that  debt  was  accumulated  during  the  last  15  years  by 
over-spending  at  20  to  35  percent  annually.  We  and  our  children 
benefitted  greatly  during  those  prosperous  years  through  those  re- 
duced taxes.  If  we  have  any  conscience  at  all,  we  and  our  children 
should  be  willing  to  make  the  needed  sacrifices  to  pay  it  off  in  no 
more  than  30  years.  That  would  take  $220  billion  a  year  to  do  it. 
We  cannot  leave  this  debt  for  the  unborn. 

I  also  want  to  quickly  raise  the  issue  of  the  $1.3  trillion  of  the 
Social  Security  surplus  which  will  not  exist  when  the  baby  boomers 
start  retiring.  All  those  receipts  have  gone  to  reduce  the  deficits 
and  they  can  never  be  recouped.  Pray  tell  how  can  they  accept  that 
loss  while  paying  off  the  debt? 

Now,  with  these  unpleasant  thoughts,  I  close  by  saying,  Mr. 
Chairman,  our  country's  future  rests  in  your  hands.  May  God  be 
with  you. 

Chairman  DOMENICI.  Thank  you  very  much.  I  am  not  sure  that 
I  like  that,  but  in  any  event,  we  will  give  it  a  shot.  Richard  Toliver, 
United  We  Stand,  Southwest  Region  Coordinator. 

STATEMENT  OF  RICHARD  TOLIVER,  DIRECTOR,  UNITED  WE 
STAND  AMERICA,  SOUTHWEST  REGION 

Mr.  Toliver.  Senator,  I  am  responsible  for  trjdng  to,  or  commit- 
ted to  trying  to  keep  the  public  informed  not  only  throughout  the 
State  of  New  Mexico,  but  12  other  States  throughout  the  South- 
west region. 

On  behalf  of  United  We  Stand  America,  I  want  to  also  add  our 
thanks  to  you  for  your  leadership  that  you  demonstrate  daily  in 
Congress,  and  certainly  for  the  process  of  bringing  back  these  hear- 
ings here,  as  the  Mayor  said,  to  the  real  people. 

We  are  especially  pleased  at  United  We  Stand  America  because 
we  think  we  have  an  opportunity  to  speak  to  you,  not  only  on  be- 
half of  our  members,  but  for  many  other  coalition  groups  here  in 
the  city  and  the  State  and  citizens  throughout  the  State  of  New 
Mexico. 

We  sincerely  hope  that  when  you  do  go  back,  that  what  you  hear 
today  and  what  you  have  heard  will  reinforce  your  commitment  to 
make  the  tough  decisions  that  have  to  be  made  today  if  we  are 
going  to  have  a  future  for  tomorrow. 

United  We  Stand  America  has  carefully  studied  the  budget  pro- 
posals that  have  been  available  to  the  public  over  the  last  2  years, 
and  especially  we  have  reviewed  the  current  excerpts  from  the  eco- 
nomic outlook,  the  fiscal  years  of  1996  through  year  2000,  the  bal- 
anced budget  task  force,  the  fiscal  year  1995  budget  resolution. 
President  Clinton's  fiscal  year  1996  budget,  and  other  related  docu- 
ments that  we  have  taken  a  look  at. 

For  what  it  is  worth,  we  would  like  to  say  that  the  historical,  sta- 
tistical evidence  and  the  numbers,  certainly  have  been  proven  or 
certainly  are  thorough  and  they  are  complete.  We  especiedly  note 
the  focus  on  the  congressional  spending  data  over  the  last  15  years. 
It  is  well-documented  and,  I  must  say,  most  sobering. 

We  have  looked  at  such  bills  as  the  Zeliff-Andrews  "A  to  Z" 
spending  cuts.  Representative  Solomon's  balanced  budget  amend- 
ment or  task  force  bill,  and  your  very  own  Domenici-Nunn  pro- 
posal or  portions  thereof.  We  find  that  there  have  been  notable, 
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there  are  notable  and  even  commendable  features  in  most  of  these 
bills,  certainly  throughout  these  bills. 

We  believe  that  all  of  them  show  some  plausible  approaches  to- 
ward attaining  a  balanced  budget  by  reduction  in  spending,  vis-a- 
vis, what  we  would  call  real  cuts  in  programs.  All  have  some  form 
of  program  growth  and  a  corresponding  growth  in  the  discretionary 
and  mandatory  spending. 

Now,  UWSA  believes  that  these  programs,  some  of  them  for  sure, 
appear  to  have  been  developed  using  what  we  must  call  somewhat 
questionable  premises  and  somewhat  overly  optimistic  projections 
in  savings.  To  be  specific,  when  there  is  a  premise  that  we  need 
a  program  to  create  jobs  and  build  training  programs  when  there 
are  no  jobs  available,  it  causes  us  to  wonder  what  the  logic  is. 

We  believe  that  none  of  the  programs  totally  and  realistically 
deal  with,  as  has  been  pointed  out,  the  five  most  expensive  outlays 
in  our  budget  process.  This  figure  of  the  70  percent  of  Federal 
spending  on  medicaid,  medicare,  the  interest  on  the  debt,  and  our 
national  defense  and  Social  Security,  truly  these  are  the  areas 
where  we  need  to  put  our  focus.  The  70  percent  impact  here  is  ob- 
vious. 

Social  Security,  the  largest  of  these  outlays  as  we  all  know,  con- 
tinues to  be  left  off  the  table,  so  to  speak.  This  has  become  the  sa- 
cred cow;  yet  what  we  sense,  as  we  talk  to  people,  those  that  are 
above  50,  60,  70  years  old,  believe  that  the  time  has  come  to  put 
Social  Security  on  the  table.  Let  us  deal  with  that  in  a  fair  and  eq- 
uitable manner,  however. 

The  interest  on  the  debt,  and  most  of  the  programs,  seems  to  be 
left  out  of  the  rigorous  discussions  that  we  hear.  The  interest  on 
the  debt,  which  I  will  talk  to  a  moment  later,  the  proposed  tax 
cuts,  we  believe  are  largely  designed  to  benefit  the  more  affluent 
in  our  society  rather  than  those  who  need  the  relief  the  most. 

Most  people  that  I  personally  know,  and  myself  included,  cannot 
be  considered  middle  class  America  because  I  do  not  earn,  we  do 
not  earn  $100,000  to  $200,000  a  year.  So  when  we  look  at  tax  cuts 
that  must  be  designed  to  provide  relief,  the  average  American,  I 
think  you  will  find,  makes  between  $30,000  to  $70,000  a  year,  and 
that  is  where  we  must  put  our  focus. 

All  of  the  proposed  recovery  plans  thus  far  must  be  considered 
by  many  of  us  fragmented  approaches  and,  unfortunately,  some- 
times they  are  designed,  in  our  view,  to  ensure  the  re-election  of 
people  rather  than  designed  upon  the  criteria  of,  is  this  the  best 
thing  for  America. 

Now,  given  these  factors.  United  We  Stand  America  has  con- 
cluded that  what  we  call  a  baseline  or  a  very  fundamental  thought 
here  is,  deficit  reduction  and  the  payment  on  the  National  debt 
cannot  be  achieved  until  certain  fundamental  problems  in  America 
are  adequately  dealt  with. 

We  still  see  the  persistent  lack  of  accountability  of  too  many  gov- 
ernment officials  or  our  elected  servants,  if  you  will.  We  continue 
to  see  fiscal  irresponsibility  pervasive  at  every  level  of  government. 
Truly  we  must  agree  or  many  agree  that  the  erosion  of  our  eco- 
nomic, our  moral  and  social  strength  is  a  very  serious  concern 
when  we  talk  about  programs  that  are  designed  to  deal  with  the 
aftermath  of  this  erosion. 


289 

UWSA  believes  that  if  our  Nation  is  going  to  survive,  that  we 
must  have,  we  must  have  a  collective,  a  collective  response  from 
the  President,  from  Congress,  we  say  even  the  judicial  branch  of 
the  Crovernment.  Every  level  of  government  must  be  included  in 
this  integrated  plan  that  considers  the  responsibility  of  both  Fed- 
eral and  local  government. 

We  must  have  an  immediate,  comprehensive,  and  coherent  na- 
tional strategy  that  determines  the  course  of  our  Nation  and  where 
we  are  headed.  We  believe  that  the  priority  must  be  placed  on  re- 
storing America.  We  have  got  to  restore  the  ability  of  Americans 
to  survive  and  support  our  Government  and  other  programs. 

Let  me  close  by  sajdng  that  the  citizens  sent  the  message  to  Con- 
gress last  November.  It  was  a  very  clear  message.  Many  citizens 
believe  that  they  have  been  betrayed  by  the  Government  once 
again  for  programs,  the  failure  to  pass  a  balanced  budget  amend- 
ment, the  passage  of  GATT,  the  failure  of  the  peso,  the  President's 
in-run  around  the  public,  and  really  what  many  believe,  the  tacit 
approval  of  Congress  and  the  $20  billion  that  are  sent  into  what 
must  be  considered  a  questionable  process. 

We  trust  that  as  we  look  at  the  focus  and  we  put  our  priorities 
where  they  need  to  be  again,  sir,  that  you  will  take  these  concerns 
back  and  we  can  get  on  with  dealing  with  this  national  debt,  $5 
trillion,  $250  billion  on  average  interest  payment.  Let  us  fix  those 
things  and  we  may  have  a  future  in  this  world. 

Thank  you. 

Chairman  DOMENICI.  Thank  you  very  much. 

[The  prepared  statement  of  Mr.  Toliver  follows:] 
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UNITED  WE  STAND  AMERICA 
SOUTHWEST  REGIONAL  OFFICE 

6821  Montgomery  Blvd.,  NE  Suite  H 

Albuquerque,  New  Mexico  87109 
Phone  505/837-2737    Fax  505/837-1033 

Senate  Budget  Committee  Hearing: 
Deficits  and  Public  Programs,  Do  They  Matter? 

Chairman  Pete  Domenici 

Albuquerque,  New  Mexico 

April  19, 1995 

ON  BEHALF  OF  UNITED  WE  ST/J>ro  AMERICA  (UWSA),  I  WISH  TO  THANK  SENATOR 
DOMENICI  FOR  HOLDING  THESE  BUDGET  HEARINGS  IN  SANTA  FE  AND 
ALBUQUERQUE. 

WE  ARE  ESPECIALLY  PLEASED  TO  HAVE  BEEN  ASK  TO  APPEAR  AND  TESTIFY,  NOT 
ONLY  FOR  UWSA  MEMBERS  BUT  FOR  MANY  OTHER  CITIZENS  AND  GROUPS 
ACROSS  OUR  STATE. 

IT  IS  OUR  SINCERE  HOPE  THAT  THE  INPUTS  YOU  RECEIVE  WILL  BE  TAKEN  TO 
HEART.  WE  TRUST  THAT  YOU  WILL  RETURN  TO  WASHINGTON,  MORE 
DETERMINED  THAN  EVER,  TO  MAKE  THE  TOUGH  DECISIONS  NEEDED  TO  SAVE 
OUR  COUNTRY  FROM  ECONOMIC  OBLIVION. 

UWSA  HAS  CAREFULLY  STUDIED  THE  BUDGET  PROPOSALS  MADE  AVAILABLE  TO 
THE  PUBLIC  OVER  THE  LAST  TWO  YEARS.  WE  HAVE  ALSO  REVIEWED  CURRENT 
EXCERPTS  FROM  THE  ECONOMIC  OUTLOOK:  FISCAL  YEARS  1996-2000:  THE 
BALANCED  BUDGET  TASK  FORCE:  THE  FISCAL  YEAR  1995  BUDGET  RESOLUTION: 
PRESIDENT  CLINTON'S  FISCAL  YEAR  1996  BUDGET:  AND  OTHER  RELATED 
DOCUMENTS.  WE  OFFER  THE  FOLLOWING  CONCLUSIONS: 

.  THE  HISTORICAL  STATISTICAL  EVIDENCE  APPEARS  TO  BE  THOROUGH  AND 
COMPLETE.  CONGRESSIONAL  SPENDING  DATA  OVER  THE  LAST  15  YEARS  IS 
ESPECIALLY  WELL  DOCUMENTED  AND  SOBERING. 

.  THE  ZELIFF-ANDREWS  "A  TO  Z  SPENDING  CUTS,  REP.  SOLOMON'S 
BALANCED  BUDGET  TASK  FORCE  BILL,  AND  DOMENICI-NUNN  PROPOSAL  ALL 
HAVE  NOTABLE  FEATURES  DESIGNED  TO  REDUCE  THE  DEFICIT  WITHIN  SIX  TO 
SEVEN  YEARS. 
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.  ALL  SHOW  PLAUSIBLE  APPROACHES  TOWARD  ATTAINING  A  BALANCED 
BUDGET  BY  REDUCTIONS  IN  SPENDING  VIS-A  VIS  REAL  CUTS  IN  PROGRAMS. 

.  ALL  HAVE  SOME  FORM  OF  PROGRAM  GROWTH  AND  A  CORRESPONDING 
GROWTH  IN  niSCRF.TIONARY  AND  MANDATORY  SPENDING. 

.  UWSA  BELIEVES  ALL  OF  THE  PROPOSALS  APPEAR  TO  HAVE  BEEN 
DEVELOPED  USING  SOMEWHAT  QUESTIONABLE  PREMISES  AND  OVERLY 
OPTIMISTIC  PROJECTIONS  IN  "SAVINGS". 

NONE  OF  THE  PROPOSALS  REALISTICALLY  DEAL  WITH  THE  FIVE  MOST  EXPENSIVE 
PROGRAM  OUTLAYS  THAT  ACCOUNT  FOR  70  PERCENT  OF  FEDERAL  SPENDING-- 
MEDICAID  (6%);  MEDICARE  (10%),  INTEREST  ON  THE  DEBT  (15%),  NATIONAL 
DEFENSE  (18%);  AND  SOCIAL  SECURITY  (22%). 

.  SOCIAL  SECURITY,  THE  LARGEST  OF  ALL  OUTLAYS,  CONTINUES  TO  BE 
"LEFT  OFF  THE  TABLE"  FOR  SERIOUS  CONSIDERATION. 

.  THE  INTEREST  ON  THE  DEBT,  THE  GREAT  HORRENDOUS  WASTE  EACH 
YEAR,  IS  RARELY  ADDRESSED  IN  ANY  OF  THE  PROPOSED  SOLUTIONS. 

.  PROPOSED  TAX  CUTS  ARE  LARGELY  DESIGNED  TO  BENEFIT  THE  MORE 
AFFLUENT  RATHER  THAN  THOSE  WHO  NEED  RELIEF  THE  MOST.  MOREOVER, 
THE  PROPOSED  OFFSETS  FOR  TAX  CUTS  APPEAR  DOUBTFUL  AND  WILL  NOT 
LIKELY  MATERIALIZE  OVER  THE  NEXT  FIVE  TO  SEVEN  YEARS. 

.  ALL  OF  THE  PROPOSED  RECOVERY  PLANS  THUS  FAR  ARE  CONSIDERED 
FRAGMENTED  APPROACHES  DESIGNED  ALONG  POLITICAL  PARTY  LINES  TO 
ENSURE  REELECTION  VERSUS  WHAT  IS  IN  THE  BEST  INTEREST  OF  THE 
COUNTRY. 

GIVEN  THESE  FACTORS,  UWSA  HAS  CONCLUDED  THAT  DEFICIT  REDUCTION 
AND  PAYMENT  ON  THE  NATIONAL  DEBT  CANNOT  BE  ACHIEVED  UNTIL 
CERTAIN  FUNDAMENTAL  PROBLEMS  IN  AMERICA  ARE  ADEQUATELY 
ADDRESSED.  THESE  PROBLEMS  ARE: 

.  PERSISTENT  LACK  OF  ACCOUNTABILITY  AT  EVERY  LEVEL  OF 
GOVERNMENT, 

.     FISCAL  IRRESPONSIBILITY 

.     EROSION  OF  OUR  ECONOMIC,  MORAL,  AND  SOCIAL  STRENGTH 

UWSA  BELIEVES  THAT  THE  SURVFVAL  OF  OUR  NATION  DICTATES  AN  URGENT, 
COLLECTIVE  RESPONSE  FROM  PRESIDENT,  CONGRESS,  AND  EVEN  THE 
JUDICIAL  BRANCH  OF  OUR  GOVERNMENT. 
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EVERY  LEVEL  OF  GOVERNMENT  MUST  BE  INCLUDED  IN  AN  INTEGRATED 
PLAN  THAT  CONSIDERS  THE  CAPABILITIES  AND  RESPONSIBILITIES  OF  EACH. 

WE  MUST  HAVE  AN  IMMEDIATE,  COMPREHENSIVE,  AND  COHERENT 
NATIONAL  STRATEGY  TO  DEAL  WITH  OUR  PROBLEMS,  FIRST  AT  HOME,  THEN 
ABROAD. 

SPECIFICALLY,  EYEEl_GOVERNMENT  PROGRAM  MUST  BE  PUT  ON  THE  TABLE 
FOR  A  RIGOROUS  REASSESSMENT  AND  EVALUATION. 

REAL  SPENDING  CUTS  NEED  TO  BE  IDENTIFIED  AND  EXECUTED. 

WE  MUST  DESIGN  A  DUAL  TRACK  ECONOMIC  RECOVERY  PROGRAM  THAT 
REDUCES  THE  DEFICIT  AND  BEGINS  TO  PAY  DOWN  THE  DEBT-THIS  YEAR! 

EVERY  PROGRAM  MUST  MEET  THE  COMMON  CRITERIA  OF:  IS  IT  IN  THE  BEST 
INTEREST  OF  AMERICA?  IS  IT  REALISTIC?  IS  IT  NECESSARY?  HOW  WILL  WE 
PAY  FOR  IT?  WHO  WILL  BENEFIT  FROM  IT? 

PRIORITY  MUST  BE  PLACED  BACK  ON  RESTORING  AMERICA.  WE  CANNOT 
CONTINUE  WITH  ARCHAIC,  PATERNALISTIC,  AND  COSTLY  FOREIGN  OR 
DOMESTIC  POLICIES  THAT  HAVE  OUR  COUNTRY  ON  THE  BRINK  OF  RUIN. 

PROGRAM  WASTE,  FRAUD,  AND  ABUSE  NEED  TO  BE  CAREFULLY  IDENTIFIED 
BUT  RUTHLESSLY  ELIMINATED.  LIKEWISE,  INEFFICIENCY  AND  REDUNDANCY 
IN  THE  ADMINISTRATION  OF  PROGRAMS  NEED  TO  BE  ERADICATED 
IMMEDIATELY. 

FREQUENT  ASSESSMENT  AND  ACCOUNTING  MUST  BE  MADE  OF  ALL 
PROGRAMS  TO  DETERMINE  THEIR  EFFICIENCY  AND  EFFECTIVENESS. 

I  OFFER  THE  FOLLOWING  CLOSING  COMTvIENTS  IN  ATTEMPT  TO  PUT  THE  SUBJECT 
OF  DEFICITS  AND  PUBLIC  PROGRAMS  IN  THE  PROPER  PERSPECTIVE: 

.  MANY  CITIZENS  OF  NEW  MEXICO,  LIKE  THOSE  ACROSS  THE  NATION, 
BELIEVE  THAT  AMERICA  IS  FACING  THE  GREATEST  PERIL  SINCE  ITS  BIRTH  220 
YEARS  AGO. 

.  THE  THREAT  TO  OUR  SURVIVAL  IS  THE  ECONOMIC  CANCER  OF  A  $5 
TRILLION  DOLLAR  DEBT  THAT  GROWS  BY  ONE  BILLION  DOLLARS  A  DAY! 

•  THE  "SALT  IN  THE  WOUND"  IS  THE  INTEREST  ON  THIS  DEBT  THAT  NOW 
EXCEEDS  $250  BILLION  PER  YEAR  . 

DESPITE  THEIR  PROMISES  TO  THE  AMERICAN  PEOPLE,  MANY  IN  CONGRESS 
DEMONSTRATED  THE  LACK  OF  INTESTINAL  FORTITUDE  AND  RESOLVE  BY  THE 
RECENT  FAILURE  TO  PASS  THE  BALANCED  BUDGET  AMENDMENT  (BBA). 
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.  THIS  FAILURE  FURTHER  ERODED  THE  CONFIDENCE  OF  THE  AMERICAN 
PEOPLE  IN  THEIR  GOVERNMENT.  IT  HAS  ALSO  EXACERBATED  THE  SHAKY 
TRUST  THAT  OTHER  NATIONS  HAVE  IN  AMERICA'S  LEADERSHIP  TO  DEAL 
WITH  OUR  HORRENDOUS  NATIONAL  DEBT. 

.  THE  CURRENT  DEEP  SPIRAL  OF  THE  DOLLAR  IS  TIED  DIRECTLY  TO  FAILURE 
OF  CONGRESS  TO  PASS  THE  BBA. 

.  TODAY,  THE  AMERICAN  DOLLAR  IS  AT  AN  ALL-  TIME  LOW  AGAINST  THE 
JAPANESE  YEN  AND  GERMAN  MARK. 

.  SOON,  EVEN  THE  CHINESE  YUAN  COULD  POSE  A  THREAT  TO  THE  DOLLAR 
AS  THE  PREEMINENT  TRADING  CURRENCY  IN  THE  WORLD. 

LAST  NOVEMBER,  THE  AMERICAN  PEOPLE  SENT  A  RESOUNDING  WAKE  UP  CALL 
TO  THE  PRESIDENT  AND  MEMBERS  OF  CONGRESS.  TODAY,  IT  APPEARS  THAT  TOO 
MANY  OF  THESE  ELECTED  OFFICIALS  DID  NOT  HEED  THE  CALL. 

SINCE  LAST  NOVEMBER,  THE  AMERICAN  PEOPLE  HAVE  BEEN  BETRAYED  ON  AT 
LEAST  FOUR  OCCASIONS:  (1)  THE  PASSAGE  OF  THE  GENERAL  AGREEMENT  ON 
TARIFFS  AND  TRADE/WORLD  TRADE  ORGANIZATION  (GATT/WTO)  BY  A  LAME  DUCK 
CONGRESS;  (2)  THE  FAILURE  OF  THE  BALANCED  BUDGET  AMENDMENT  ;  (3) 
REJECTION  OF  TERM  LIMTTS;  AND  (4)  PRESIDENT  CLINTON'S  BAILOUT  OF  THE 
MEXICAN  PESO! 

CAN  AMERICA  BE  SAVED? 

THE  ANSWER  IS  A  GUARDED  YES,  BUT  IT  IS  GOING  TO  TAKE  GREATER 
INVOLVEMENT  AND  DETERMINATION  BY  EVERYONE  CONCERNED  THE  REAL 
OWNERS  OF  THIS  COUNTRY--THE  TAXPAYERS,  CONGRESS,  AND  THE  PRESIDENT, 
AND  EVERY  ELECTED  OFFICLM.  NATIONWIDE. 

WE  MUST  MAKE  SURE,  TODAY,  THAT  EVERYONE  WHO  SERVES  IN  THE 
EXECUTIVE,  LEGISLATIVE,  AND  THE  JUDICIAL  BRANCHES  OF  THE  GOVERNMENT 
UNDERSTANDS  THAT  THEY  ALL  HAVE  A  CONTRACT  WFTH  AMERICA.  AI L  SWORE  TO 
LTHOLD  THE  CONSTITUTION  AND  SERVE  THE  PEOPLE. 

WE  MUST,  THEREFORE,  HOLD  THESE  ELECTED  AND  APPOINTED  SERVANTS 
ACCOUNTABLE  FOR  THEIR  ACTIONS. 

ALL  OF  US  HAVE  INVESTED  TOO  MUCH  OF  OUR  LIVES  AND  FAR  TOO  MUCH 
BLOOD,  SWEAT,  AND  TEARS  TO  FAIL  NOW. 

OUR  CHILDREN,  GRANDCHILDREN,  AND  FUTURE  GENERATIONS  ARE  DEPENDING 
ONUS. 

Richard  Toliver 

Director,  Southwest  Region 

Chairman  Domenici.  Obviously,  you  represent  different  organi- 
zations and  groups  of  Americans  and  we  have  available  most  of 
what  your  national  groups  think  about  the  budget.  We  very  much 
appreciate  your  steadfastness  in  trying  to  encourage  and  help  those 
who  think  we  ought  to  lead  in  the  direction  of  getting  the  fiscal 
house  in  order  so  our  children  have  a  future  in  this  country. 
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I  am  not  going  to  ask  any  questions  today.  I  just  thank  you  all 
for  appearing.  It  is  great  to  have  you  on  board. 

Let  us  go  this  way,  if  you  do  not  mind.  Is  Dorothy  Danfelser 
here? 

[No  response] 

Chairman  DOMENICI.  Let  us  have  John  Foley,  Executive  Director 
of  Arc,  and  Corinne  Wolfe,  Human  Needs  Coordinating  Council. 
The  two  will  take  the  table.  Let  me  ask  once  again,  or  let  me  thank 
once  again,  John,  you  and  your  organization  and  the  people  that 
came  out  here  on  behalf  of  SSI  and  the  related  matters  that  have 
to  do  with  disabled  New  Mexicans  and  disabled  New  Mexico  chil- 
dren. 

To  all  of  you,  thank  you  for  coming.  We  will  not  keep  you  long, 
but  you  will  get  your  message  across  and  I  will  try  my  best  to  take 
back  some  of  the  thoughts  that  John  is  going  to  express  in  your  be- 
half and  see  what  we  can  do  with  them. 

Maybe,  John,  did  you  intend  in  your  opening  remarks  to  kind  of 
summarize  what  the  SSI  Program  is  in  terms  of  how  many  dollars 
is  going  into  it,  how  it  is  growing,  and  some  of  the  concerns  that 
are  there?  Are  you  going  to  express  some  ideas  on  those  things? 

Mr.  Foley.  Yes,  Senator. 

Chairman  DOMENICI.  Let  us  do  that.  If  there  are  a  few  other 
things  that  I  might  want  to  speak  to,  let  me  see.  What  you  do  not 
cover,  I  will  cover.  John,  would  you  proceed,  please? 

STATEMENT  OF  JOHN  W.  FOLEY,  EXECUTIVE  DIRECTOR,  ARC 

OF  NEW  MEXICO 

Mr.  Foley.  Thank  you.  Senator,  and  good  morning.  My  name  is 
John  Foley,  Executive  Director  of  the  Arc  of  New  Mexico,  an  orga- 
nization that  is  celebrating  40  years  of  advocating  for  persons  with 
developmental  disabilities  and  their  families. 

I  had  earlier  submitted  written  testimony  which  I  shall  attempt 
to  summarize.  I  found  that 

Chairman  Domenicl  We  put  it  in  the  record  in  Santa  Fe? 

Mr.  Foley.  I  mailed  it  to  the  office  in  Washington. 

Chairman  Domenicl  Yes,  we  put  it  in  yesterday,  so  it  will  be  in 
that  record,  but  you  do  whatever  you  like  with  your  time  right  now. 

Mr.  Foley.  All  right.  Thank  you.  Senator. 

For  the  past  20  years  or  more.  Federal  and  State  policies  have 
become  increasingly  family  friendly.  At  one  time,  there  were  few 
options  that  existed  for  families  other  than  institutions  and  hos- 
pitals. Too  significant  policy  measures  were  put  into  place  for  chil- 
dren with  disabilities. 

First,  Public  Law  94-142,  the  Education  of  Handicapped  Chil- 
dren Act  of  1975,  assured  that  children  with  disabilities,  that  they 
would  receive  a  free,  appropriate  public  education. 

The  Supplemental  Security  Income  Act  for  low-income  families  in 
1972  represented  the  second  initiative  to  make  it  possible  for  low- 
income  families  to  be  able  to  help  their  child  at  home,  avoiding  ex- 
pensive institutionalization,  and  assisting  in  payment  of  therapies, 
modifications,  equipment,  assistance  in  income  which  helped  offset 
the  loss  of  a  second  income  which  is  so  often  necessary  in  family 
economics. 
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Families  found  that  they  had  a  partner  as  they  provided  the  care 
and  nurture  of  their  child  at  home.  The  family  friendly  policy  and 
partnership  has  avoided  that  constant  institutionalization,  it  pro- 
moted family  solidarity,  and  importantly,  aided  the  child  with  a 
disability  to  have  a  happy  and  satisfying  childhood,  and  then  a  pro- 
ductive and  meaningful  adult  life. 

So  much  of  our  community  life  and  families  is  tied  together.  For 
example,  to  decrease  the  amount  of  foster  care  for  neglected  and 
abused  children,  it  will  result  in  more  children  remaining  in  the 
custody  of  abusing  families,  resulting  in  greater  behavior  disorders, 
sexual  abuse,  developmental  disabilities,  mental  illness,  and  unfor- 
tunately, death. 

The  incidents  of  abuse  and  neglect  has  tripled  from  1980  to  1993. 
Often  poor  families  in  New  Mexico,  lacking  financial  resources  in 
winter  months,  must  decide  on  health  or  food  or  heat,  excuse  me, 
or  food  for  their  children.  Without  a  compassionate  and  family 
friendly  policy,  the  child  could  well  be  malnourished,  susceptible  to 
disease,  and  incapable  of  learning. 

Whether  we  like  it  or  not,  our  future  is  tied  together  with  a  lot 
of  players.  Before  I  comment  on  the  impact  of  H.R.  4,  on  the  Sup- 
plemental Security  Income  for  Children  of  Low  Families,  I  want  to 
bring  to  your  attention  the  impact  of  H.R.  4  on  all  children  because 
we  are  all  interrelated  together. 

Over  5  years,  from  the  year  1996  to  2000,  our  State  will  lose 
$519  million  if  H.R.  4  is  enacted  as  is.  That  $519  million  nearly 
equals  the  amount  of  revenue  generated  for  1  year  by  our  State's 
income  tax.  New  Mexico  does  not  have  the  ability  to  offset  the  loss. 

Federal  policy  decisions  affecting  New  Mexico  will  need  to  be  ad- 
dressed by,  number  one,  raising  New  Mexico  taxes  substantially; 
number  two,  excluding  groups  of  children  from  programs  or  putting 
them  on  waiting  lists;  number  three,  reducing  benefits  or  the  qual- 
ity of  services;  or  four,  charging  low-income  families  more  of  the 
cost  by  charging  fees. 

If  New  Mexico  does  not  wish  to  increase  taxes  to  meet  this  reve- 
nue shortfall,  a  reduction  in  program  enrollments  would  need  to 
occur. 

Mr.  Chairman,  as  you  know,  the  impact  of  H.R.  4  could  be  large 
or  small,  all  depending  on  New  Mexico  economy  £ind  population. 
Allow  me  to  turn  to  my  assignment,  that  of  discussing  H.R.  4  im- 
pact on  Supplemental  Security  Income  for  children  of  low-income 
families. 

It  is  important  to  state  that  H.R.  4,  the  Personal  Responsibility 
Act,  as  it  is  currently  written,  is  not,  in  our  estimation,  family 
friendly.  Title  VI  of  the  Act  subjects  families  to  outside  decision- 
makers who  are  likely  to  be  overwhelmed  with  the  sheer  volume 
of  work  that  is  going  to  be  coming  their  way. 

No  longer  would  parents  be  making  the  decisions.  Decisions 
would  be  made  by  50  little  State  bureaucracies  now  replacing  par- 
ents. Title  VI  would  deny  Supplemental  Security  Income  to  many 
currently  eligible  persons  and  future  applicants,  the  children. 

These  reductions  would  result  in  $65  million  less  in  Federal 
funding  for  New  Mexico  for  children's  SSI  programs  over  5  years, 
and  would  result  in  an  estimated  20  to  25  percent  of  the  children 
losing  eligibility  for  SSI. 
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Chairman  DOMENICI.  John,  let  me  just  make  it  clear,  if  you  agree 
with  this.  Those  kind  of  numbers,  however,  would  assume  that  the 
law,  but  for  H.R.  4,  which  I  am  not  advocating  and  obviously  we 
will  talk  about  it  in  a  minute,  but  you  are  assuming  that  Congress 
would  not  change  the  program  otherwise. 

Mr.  Foley.  That  is  correct. 

Chairman  DOMENICI.  So  that  if  the  deficit  is  growing  as  much  as 
it  is  and  Congress  had  to  address  it  in  some  way,  we  cannot  predict 
that  in  2  years  they  would  not  change  the  program  that  you  are 
talking  about,  right? 

Mr.  Foley.  That  is  correct. 

Chairman  Domenicl  OK. 

Mr.  Foley.  There  are  two  ways  to  qualify  for  SSI.  The  first  is 
to  meet  a  set  of  pre-established  medical  listings.  The  second  is  the 
individual  functional  assessments,  or  as  we  refer  to  them,  IFAs. 

The  IFA  is  the  most  problematic  for  persons  with  mental  illness 
and  mental  retardation.  It  is  important  to  recognize  that  of  the 
children  who  get  on  the  program  through  the  IFA,  45.6  percent  are 
kids  with  mental  illness  because  mental  illness  manifests  itself  in 
changes  in  behavior  which  are  what  the  IFA  measures. 

The  Social  Security  office  indicates  that  of  the  6,326  New  Mexico 
children  with  disabilities,  1,680  qualify  on  the  basis  of  functional 
assessments  and  would,  in  our  estimation,  be  denied  benefits. 

We  are  told  that  the  amount  of  the  SSI  Block  Grant  is  based  on 
a  per  capita  amount  that  is  only  three-quarters  of  the  average 
child's  SSI  benefits  for  those  who  meet  the  listings  but  do  not  qual- 
ify for  cash.  Incidentally,  the  average  SSI  payment  for  New  Mexico 
children  is  $437.  However,  block  grant  services  are  made  available 
to  all  children  who  meet  the  listings,  whether  or  not  they  receive 
the  cash. 

The  amount  of  the  SSI  Block  Grant  would  be  further  reduced  be- 
yond the  25  percent  by  taking  the  State  administrative  costs  off  the 
top.  Administration  of  such  a  program  by  the  State  likely  would 
cost  somewhere  between  5  to  15  percent,  certainly  at  the  top  end. 
The  start-up  costs  of  this  program  in  a  State  is  also  going  to  be 
high. 

Let  me  move  on  to  our  recommendations  because  we  have  some. 

Chairman  Domenicl  Please. 

Mr.  Foley.  We  recommend  two  principles  regarding  the  SSI  Pro- 
gram for  children  which  we  feel  must  be  maintained.  The  first 
principle  is  one  of  providing  cash  payments  to  parents,  number 
one.  As  we  have  already  stated,  cash  provides  parents  with  the 
greatest  level  of  autonomy  and  choice.  Payments  to  parents  allow 
for  the  flexibility  to  meet  the  needs  of  the  child. 

The  second  principle  is  that  of  maintaining  the  individual  func- 
tional assessment.  The  IFA  provides  the  avenue  for  children  who 
do  not  meet  the  medical  listings  to  receive  SSI.  So  by  maintaining 
the  IFA,  children  who  have  severe  and  persistent  mental  illness, 
behavior  disorders,  or  cluster  disorders,  mental  retardation,  we 
allow  them  to  quality  for  the  medical  listings. 

I  have  other  recommendations  other  than  those  two  principles 
that  were  submitted  and  I  think  they  are  important.  Our  rec- 
ommendations would  include  in  the  law  a  statement  of  the  purpose 
of  SSI,  that  should  be  clearly  stated;  clarify  the  definition  of  eligi- 
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bility  for  childhood  benefits  and  what  Congress  means  by  having 
an  impairment  comparable  to  an  adult;  strengthen  requirements  as 
to  how  families  may  spend  SSI  benefits;  tighten  the  eligibility  cri- 
teria to  ensure  that  the  child's  impairment  results  in  substantial 
restriction  in  fijnctioning;  to  enhance  the  Social  Security  Adminis- 
tration's capacity  to  find  and  punish  those  who  perpetrate  fi'aud  in 
seeking  SSI  benefits  for  a  child;  establish  a  schedule  of  review  so 
that  a  child  who  no  longer  is  severely  disabled  are  removed  from 
the  program;  review  the  need  for  cash  payments  in  families  with 
several  eligible  children  with  severe  disabilities;  improve  incentives 
to  encourage  and  support  children  who  are  moving  toward  inde- 
pendence. 

We  would  also  recommend  that  we  provide  a  means  of  appeals 
by  families.  The  legal  aid  provides  substantial  assistance  to  poor 
families  and  we  urge  a  continuation  of  that  means  of  assistance  to 
families. 

We  appreciate  this  opportunity,  Senator.  We  have  always  appre- 
ciated when  we  come  to  Washington,  you  have  always  received  us, 
and  it  has  been  a  genuine  pleasure  working  with  you  on  this. 
Thank  you. 

[The  prepared  statement  of  Mr.  Foley  follows:] 
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INTRODUCTION 

Good .  morning,  my  name  is  John  Foley.  I  am  the  parent  of  a  daughter  with  a 
developmental  disability  who  is  31  years  old.  I  am  also  the  executive  director  of  The  Arc 
of  New  Mexico.  The  Arc  advocates  for  persons  with  developmental  disabilities  and  their 
families.  Senator  Domenid,  the  pju'ents,  their  families  and  persons  with  disabilities 
genuinely  appreciate  this  opportunity  to  provide  testimony  to  this  Senate  Budget  Committee 
on  this  very  important  subject. 

Every  yeai  the  number  of  persons  with  disabilities  grows  larger.  Some  are  totally 
unpreventable,  others  are  due  to  advances  in  technology  which  saves  more  babies  who  would 
not  have  survived  in  the  past  and  others  are  totally  preventable  such  as  lead  poisoning.  Fetal 
Alcohol  Syndrome  and  head  injuries.  Without  aggressive  preventative  measures  the 
numbers  will  grow  each  year.  Good  health,  good  prenatal  care,  good  nutrition,  avoidance 
of  drugs  including  alcohol,  safe  environments,  and  emotional  support  will  drive  those 
numbers  down. 

In  preparation  for  this  testimony  I  have  spoken  to  parents,  policymakers,  and  allied 
organizations  such  as  Family  Voices  and  The  Alliance  for  the  Mentally  111.  I  appreciate  data 
and  evaluation  provided  by  Carolyn  Freeman  and  Bob  Donaghue  of  the  Alliance. 

I  want  to  discuss  the  emergence  of  federal  and  state  policy  as  it  relates  to  children 
and  adults  with  disabilities. 

Public  Policy 

Public  policy  had,  prior  to  the  70's,  been  driven  by  a  philosophy  of  protection  and 
separation  of  persons  with  disabilities  from  the  mainstream  of  community  life.  Persons  with 
mental  retardation  and  mental  illness  received  what  sendees  were  available  in  large 
residential  settings,  often  at  separate  and  isolated  locations  away  from  population  centers. 
These  settings  were  often  nearly  self  sustaining  with  farm  operations  which  supplied  for  the 
daily  needs  of  the  residents.  Residents  provided  the  free  labor  to  care  for  animals  and 
crops,  and  often  were  required  to  care  for  residents  whose  severe  disabilities  did  not  permit 
them  to  do  similar  work. 

Families  knew  and  promoted  community  environments  for  their  chfldren.    They 
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learned  first  hand  that  their  children  could  indeed  be  productive  citizens.  A  shift  in  public 
policy  at  the  federal  level  began  to  move  toward  programs  which  fostered  individual 
responsibility  and  growth.  TTie  behcf  was  that  individuals,  regardless  of  the  disability,  when 
grouped  together  in  large  settings  began  to  imitate  those  in  close  proximity  and  develop 
secondary  complicating  behaviors.  Federal  poh<y  has  been  following  the  changes  occurring 
in  states  and  local  communities.   Federal  pohcy  was  becoming  family  friendly. 

Advocates  impatient  with  the  rate  of  social  change  turned  to  federal  courts  for  relief. 
Qjuit  orders  and  forward-looking  advocates  began  changing  how  states  structured  services 
for  pei-sons  with  disabilities.  Federal  courts  began  in  the  late  60's  and  early  70's  laying  the 
ground  work  for  litigation  which  continues  today. 

The  Individuals  with  Disabilities  Education  Act,  P.L.  94-142,  was  enacted  by  Congress 
in  1975  and  it  began  to  set  the  record  straight  and  gave  a  course  of  action  which  guaranteed 
a  free  appropriate  education  for  all  children.  Parents  now  began  to  have  hope  for  their 
child  and  scbool  doors  began  to  open.  Children  now  had  a  promise  and  an  opportunity  for 
learning.  They  also  had  tlie  benefit  of  the  incidental  learning  which  occurs  from  their  daily 
contact  with  non-disabled  peers.  Children  with  disabilities  began  to  see  a  whole  new  world; 
they  were  seen  in  a  whole  new  light,  not  as  someone  who  needed  to  be  locked  away  from 
society  for  their  protection  and  the  safety  of  the  larger  coumiuxiity.  Parents,  teachers,  and 
school  administrators  struggled  together  to  shape  opportunities  for  children. 

Also  in  1972,  Congress  enaaed  a  program  called  Supplemental  Security  Income  (SSI) 
for  families.  With  the  enactment  of  P.L.  94-142  the  stage  was  set  for  families.  With  a  cash 
payment  for  income -eligible  families,  the  reduction  of  admissions  to  large  institutions 
occurred.  Families  now  found  that  they  could  provide  their  children  with  therapies, 
assistance,  technologies  and  environments  to  keep  the  family  together.  Over  20  years  of 
federal  policy  of  providing  families  c^sh  support  has  resulted  in  a  generation  of  adults  who 
now  work  at  jobs,  pay  taxes  and  participate  in  a  full  community  life. 

IDEA  and  SSI  represent  two  public  policy  directions  from  the  federal  level  that 
moved  children  with  disabilities  into  the  mainstream  of  adult  life  in  our  farms,  villages  and 
cities.  In  1970,  nearly  200,000  children  and  adults  with  mental  retardation  resided  in  state 
institutions.   Nearly  half,  or  95,000,  were  children  who  were  placed  or  abandoned  by  their 
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parents  or  guardians  because  there  was  no  assistance  available  to  keep  their  children  at 
home. 

In  1995,  remarkably,  only  65,000  persons  live  in  institutions  and  only  6,000  of  them 
are  children  below  the  age  of  21.  The  national  average  annual  costs  per  person  living  in  an 
institution  in  1992  were  $77,434.  In  New  Mexico  the  1995  costs  are  reported  at  $122,000 
per  person.  The  annual  cost  of  a  student  receiving  special  education  services  in  the 
community  averages  approximately  $10,000.  Only  $458  of  the  total  cost  is  provided  by  the 
federal  government  for  each  student  in  special  education.  Therefore,  if  the  SSI  amount  of 
$468  and  special  education  cost  of  $10,000  is  combined,  the  annual  average  cost  is  $15,458 
for  the  6,500  New  Mexico  children.  Depending  on  the  figure  you  want  to  use,  the  net 
financial  savings  to  state  and  federal  guvemment  by  avoiding  institutionalization  is  an 
impressive  $62,000  nationwide  or  $107,000  for  New  Mexico  per  child.  Using  the  more 
conservative  national  figure,  the  annual  cost  would  be  $403  million  per  year. 

In  a  period  of  25  years  the  reliance  on  institutions  decreased  because  of  an 
ideological  shift  In  1980,  another  pubhc  pohcy  shift  occurred.  In  that  year  the  Reagan 
Administration,  inspired  by  an  Iowa  mother,  Juhe  Beckett,  and  in  an  attempt  to  keep 
Medicaid  expenditures  down,  allowed  states  to  submit  waivers.  The  waivers  to  Title  19  of 
the  Social  Security  Act  allowed  states  to  reduce  the  requirements  as  set  forth  in  regulations 
governing  Intermediate  Care  Facilities  for  the  Mentally  Retarded  (ICF/MR).  The  change 
cdlowed  states  to  move  persons  from  institutional  settings  or  prevent  institutionalization 
altogether  by  providing  smaller  more  individualized  settings  for  persons  with  disabilities  in 
the  community. 

States  became  creative,  developing  systems  which  centered  on  the  individuals  actual 
needs.  By  providing  only  what  was  needed,  no  more  or  no  less,  dollars  were  saved  as 
compared  to  larger  institutions  or  the  group  homes  in  the  community  which  provided  often 
more  caie  than  was  needed  for  learning  or  safety.  Consequently,  because  of  flexibility  of 
the  waiver,  most  states  have  downsized  or  closed  their  institutions  because  they  were  no 
longer  needed  due  to  expanding  commxmity  resources.  In  some  states,  as  in  New  Mexico, 
institutions  closed  as  a  result  of  an  agreement  with  the  federal  court 

Longitudinal  studies  conducted  in  several  states,  including  New  Mexico,  clearly  show 
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overwhelming  satisfaction  with  life  in  community  settings  veisus  life  in  an  institution.  Both 
parents  and  persons  with  disabilities  themselves  are  satisfied  with  the  new  vocational 
opportunities  and  living  envirOimients.  Oearly,  there  is  no  turning  back. 

We  here  in  New  Mexico  were  perhaps  more  suspicious  of  federal  participation  in 
special  education  because  it  was  more  than  12  years  after  the  enactment  of  P.L.  94-142  that 
New  Mexico  began  its  federal  partnership.  In  1984,  again  at  the  inspiration  of  parents  and 
the  intervention  by  The  Arc  of  New  Mexico,  the  legislature  opened  the  door  and  federal 
support  created  a  new  environment  for  school  age  children.  Families  now  have  the 
knowledge  that  there  is  nothing  shameful  about  having  a  child  with  a  disability.  They  know 
they  are  not  alone.  Any  disability  generates  a  need  for  often  extraordinary  femily  supports. 
Federal  and  state  governments  through  their  policies  are  now  working  as  partners  with 
families  in  the  attempt  to  provide  them  access  to  the  real  world  of  employment  and 
community  living. 

Family  Needs 
Flexibility  is  the  key  to  meeting  the  needs  of  fsunilies.    Because  families  are  so 
different,  any  pubhc  policy  must  have  the  ability  to  meet  the  contour  of  needs  exhibited  by 
those  units  of  society  that  nurture  our  young,  give  mcjining  and  purpose  to  life,  and  insure 
that  what  advances  a  child  makes  today  will  be  built  upon  tomorrow. 

From  a  report  entitled  "Kids  Count",  published  by  the  New  Mexico  Advocates  for 
Children  and  Families,  I  quote: 

"We  all  come  from  families.  Families  are  big,  small,  extendd,  nuclear,  multi- 
generational,  with  one  parent,  two  pau-ents  and  grandparents.  We  live  under 
one  roof  or  many  or  none.  A  family  can  be  as  temporary  as  a  few  weeks  or 
as  permanent  as  forever.  We  become  part  of  a  family  at  birth,  adoption, 
marriage,  or  from  a  desire  for  mutual  support.  As  family  members,  we 
nurture,  protect  and  influence  each  other.  Fjunilies  are  dynamic  and  are 
cultures  imto  themselves,  with  different  values  and  unique  ways  of  realizing 
dreams.  Together,  our  families  become  the  source  of  our  rich  cultural 
heritage  and  spiritual  diversity.   Each  family  has  strengths  and  qualities  that 
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flow  from  iDdividual  members  and  from  the  family  as  a  unit.   Our  feunilies 
create  neigfaborhoods,  communities,  states,  and  nations." 
The  report  goes  on  to  point  out  the  nature  of  the  support  and  assistance  for  ^tmilies. 
The  public  and  private  sectors  shall  promote  the  stability  and  well-being  of 
families.  Every  public  and  private  program  in  New  Mexico  affecting  children, 
youth,  famihes  and  the  elderly  shall: 

•        Acknowledge  that  fomilies  are  fundamental  to  the  health  and  strength 
of  society. 

•  Recognize  that  every  family  is  unique. 

•  Honor  the  diverse  cultures,  traditions,  and  spiritual  values  of  families. 

•  Promote  a  work  and  community  environment  that  ensures  that  a  family 
can  meet  its  health,  educational,  social  and  economic  responsibilities. 

•  Provide  coordinated  support  that  is  family  centered  and  community- 
based. 

•  Ensure  that  services  and  systems  reinforce  the  family  as  the  constant 
in  people's  lives." 

The  current  federal  policy  of  providing  a  cash  payment  to  families  of  a  child  with 
disabilities  is,  in  our  estimation,  the  very  best  way  to  meet  the  varying  needs  of  ^milies. 

In  cooperation  with  our  national  office  of  The  Arc,  a  survey  of  families  accessing  SSI 
was  conducted.  Families  rep>ort  using  their  chfldren's  benefits  for  a  variety  of  bigher-than- 
average  daily  expenses  as  well  as  the  special  expenses  related  to  the  child's  severe  disability. 
The  cash  assistance  helps  parents  meet  the  changing  needs  of  a  child  with  a  severe  disability, 
helping  them  to  team  and  gain  the  greatest  possible  independence  as  an  adixlt  without 
depriving  other  family  members  of  their  respective  need  to  grow  and  learn.  Often  the  SSI 
benefit  is  the  only  money  available  to  families  to  purchase  the  multiple  items  and  services 
that  meet  the  child's  complex  needs.  Families  report  using  their  children's  SSI  benefits  for 
the  following  types  of  expenses: 

•  utility  bills  (electric  bills  for  24  hour/day  respirators,  rental  costs  of  back-up 
generators  to  prevent  power  lapses,  battery  charges  for  communication  devices 
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or  power  wheelchairs;  water  bills  for  above  average  bathing  and  laundry 
.  usage) 

•  telephone  calls  to  medical  providers,  pharmacists,  sodal  service  providers  and 
schools 

•  specially  trained  child  care  providers  since  neighborhood  baby  sitters  are  often 
unable  or  unwilling  to  care  for  children  with  diszibilities 

•  respite  care 

•  personal  assistance  services  (including  wages  and  taxes) 

•  public  or  private  transportation  costs  for  numerous  trips  (often  long  distances 
in  rural  areas)  to  obtain  medical  treatment  and  services 

•  adapted  clothing  (e.g.  buttons  replaced  with  Velcro  listeners,  specially  fitted 
shoes,  modified  openings  or  specially  designed  clothing  for  persons  with 
limited  movement) 

•  clothing,  laundiy  and  household  cleaning  supplies  (e.g.  children  who  require 
fi'equent  clothing  changes  or  whose  disabflity  requires  more  frequent 
household  cleaning) 

•  specially  equipped  vehicles  to  transport  children  who  use  wheelchairs 

•  home  repairs  (e.g.  special  safety  eqiupment  such  as  protective  coverings  for 
kitchen  appliances,  extraordinary  wear-and-tear  from  wheelchairs) 

•  home  modifications/adaptations  including  environmental  control  equipment 
(e.g.  widen  doorways,  change  doorknobs  to  levers,  add  ramps,  modify  coutrok 
&  switches,  install  bathroom  railings  and  special  bathing  and  toileting 
equipment. 

•  service  and  repairs  for  assistive  technology  (e.g.  power  wheelchairs, 
prosthetics,  hearing  aids) 

•  adapted  toys  and  learning  materials  (e.g.  special  tricycle  for  a  child  with  a 
physical  disability) 

•  assistive  technology  for  school  homework  (e.g.  computers  with  voice  output. 
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touch  screen  or  modified  keyboard) 

•  special  telecooimuaicatioa  scrviceVdcvices  (e.g.  TTY) 

•  co-paymeats  and  deductibles  for  routine  medical  visits,  specialty  consultations, 
medication,  biological  products,  physical/speech/occupational  therapy,  orthotic 
devices  and  wheelchairs  customized  for  children  not  covered  by  Medicaid, 
private  insurance  or  school  districts 

•  over-the-counter  items  not  customarily  paid  for  by  public  or  private  insurance 
such  as  special  creams  for  skin  conditions,  diapers  for  older  children,  wigs, 
special  formulas  for  managed  diets 

•  family  support  services 

It  is  very  often  the  case  that  families  spend  over  $100  each  week  for  the  specialized  goods 
and  services  that  their  children  with  severe  disabilities  require,  readily  absorbing  the  full  SSI 
monthly  payment 

The  needs  of  families  of  children  with  mental  retardation  are  similar  to  those  families 
of  children  with  mental  illness.  Over  twenty-two  percent  of  all  kids  receiving  SSI  benefits 
have  severe  and  persistent  mental  illness.  The  percentage  is  lowest  in  the  youngest  age 
groups,  but  increases  as  the  children  get  older.  Nearly  twenty-six  percent  of  all  children  on 
SSI  have  a  mental  illness  in  the  13  to  17  age  group. 

There  are  approximately  6500  children  of  low  income  families  receiving  SSI  cash 
payments.  The  Allismce  for  the  Mentally  111  of  New  Mexico  reports  that  there  are  2,690 
children  18  years  of  age  and  younger  who  currently  qualify  for  the  SSI  cash  benefit. 

Families  of  children  with  any  disability  need  to  be  provided  the  necessary  resources 
early  and  timely.  Early  intexveution  amehorates  problems  later  on.  The  intended  effect  of 
providing  suppoit  to  children  early  in  life,  particularly  in  childhood,  is  to  lessen  the  potential 
impact  of  disability  over  a  lifetime,  to  prevent  additional  or  secondary  disabihties  from 
developing  and  to  improve  the  overall  potential  of  the  individual.  For  many  children  with 
severe  disabilities,  a  realistic  goal  is  to  reduce  the  level  of  need  for  services  over  time  and 
to  improve  the  ability  of  the  person  to  be  a  contributing  member  of  society  and  at  least 
partially  self-supporting.   "Pay  me  now  or  pay  me  later"  is  more  than  an  advertising  slogan 
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for  motor  oil.   Family  support  pays  in  the  long  run.   Support  of  families  of  children  with 
disabilities  can  prevent  homelessness,  abuse,  neglect  or  criminal  activity. 

Families  are  the  cornerstone  of  our  communities.  Public  policy  must  be  designed  to 
preserve  those  family  units  which  appear  to  be  made  more  fragflc  with  the  birth  of  a  child 
with  a  disability.  Public  policy  should  enable  families  to  stay  together  rather  than  break 
apart.  Poor  families  unable  to  provide  for  the  needs  of  the  family  member  with  a  disability 
does  no  one  good.  There  are  situations  in  New  Mexico  where  the  state  has  actually  taken 
custody  of  children  with  disabilities,  because  of  the  families  inability  to  meet  the  child's 
medical  or  emotional  needs,  due  to  lack  of  family  resources.  This  has  a  deva<>tating  effect 
on  the  families  and  the  children.  Families  of  children  with  a  disability  often  have  other 
children,  lliese  siblings  need  love  and  support  as  well.  Families  include  multiple  lives. 
Public  policy  should  not  neglect  a  holistic  approach  to  healthy  emotional  family 
environments. 

Poor  Families.  Children  and  SSI 

Congress,  in  1972,  enarted  the  Supplemental  Security  Income  Act  intended  to  pay 
for  food,  clothing  and  shelter  for  qualified  low  income  children  with  severe  disabihties  and 
children  who  are  blind.  The  cash  payment  in  1995,  which  at  its  maximum  pay  of  $468  per 
month  to  income  eligible  children,  recognizes  the  family's  wisdom  and  responsibility  to  make 
decisions  about  how  to  best  spend  the  benefits  on  behalf  of  the  eligible  child.  Cash 
payments  meets  the  test  of  flexibility  and  personal  responsibility. 

Although  public  or  private  health  insurance  may  cover  some  medical  costs,  families 
face  extraordinary  additional  out-of-pocket  expenses  related  to  the  child's  disability  which 
continue  throughout  the  lifetime  of  the  child.  The  needs  of  a  child  with  a  severe  disability 
frequently  require  a  parent  to  remain  home  and  forego  paid  employmeni.  Some  pjircnts 
remain  underemployed  by  taking  a  part-time  job  to  have  more  time  at  home.  Other  parents 
must  refuse  belter  job  offers  to  protect  cunent  health  benefits  or  remain  in  a  school  district 
that  has  the  necessary  services  for  their  child.  All  these  factors  decrease  family  income  in 
both  one  and  two-parent  households. 

To  be  eligible  for  SSI  a  child  must  meet  two  sets  of  eligibility  criteria:  financial  and 
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disability.  Only  after  the  child  is  found  financially  eligible  does  the  Social  Security 
Administration  consider  whether  the  child's  disability  or  chronic  illness  is  severe  enough  to 
qualify. 

In  December  1994,  68  percent  of  eligible  children  received  the  maximum  federal 
payment  of  $45S.  This  means  that  over  two-thirds  of  the  children  receiving  SSI  benefits 
were  living  in  veiy  low-income  families  because  in  a  means-tested  program,  people  with  the 
lowest  income  receive  the  highest  benefits.  Benefits  are  also  available  to  qualifying  children 
whose  families  fall  out  of  the  middle-class  mainstream  when  disability  strikes.  The  extra 
expenses  they  incur  and  the  income  they  forfeit  when  a  parent  must  stay  home  to  care  for 
a  child  with  severe  disability  make  them  financially  eligible  for  SSI. 

Families  apply  for  SSI  for  their  children  not  only  for  the  cash  assistance  but  also  for 
medical  assistance  through  Medicaid.  These  femilies  depend  upon  Medicaid  for  health 
coverage  for  their  children  with  severe  disabilities  because  currently,  many  of  these  children 
do  not  qualify  for  any  private  health  insurance,  their  pre-existing  conditions  excludes 
coverage  or  their  parents  work  for  employers  who  do  not  provide  health  insurjmcc. 

Individual  Functional  Assessment 

The  Personal  Responsibihty  Act  repeals  the  functional  impairment  test  using  the 
Individual  Functional  Assessment  (IFA)  for  determining  disabihty.  Children  who  currcntfy 
receive  SSI  by  virtue  of  an  IFA  would  loose  all  benefits,  cash  and  Medicaid,  six  months  after 
enactment. 

The  IFA  process  evaluates  the  child's  functional  status  in  domains  of  cognition,  social 
behavioral  skills,  communication,  motor  skills,  concentration,  persistence  and  pace.  The 
myth  is  that  children  under  the  IFA  determination  who  qualify  for  SSI  are  not  as  severely 
disabled  as  those  who  meet  the  criteria  of  the  impairment  listings. 

These  children  may,  in  fact,  have  multiple  disabilities  which  add  up  to  a  very  severe 
composite  set  of  disabilities.  Such  a  child  may  require  a  great  amount  of  assistance.  The 
inability  to  properly  diagnose  neurological  disorders  at  an  early  age  makes  it  necessary  to 
determine  the  IFA.  It  is  interesting  to  note  that  adults  applying  for  SSI  undergo  an 
assessment  similar  to  the  IFA  and  no  one  is  quarreling  with  that 
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Children's  health  is  often  compromised  by  adverse  life  circumstances  that  are  not 
among  the  medical  listings.  Our  increasingly  violent  society  and  dangerous  environment 
confronts  children  with  such  problems  as  physical  and  sexual  abuse,  lead  poisoning,  prenatal 
exposure  to  drugs  and  sexually  transmitted  diseases,  and  the  impact  on  health  by  abject 
poverty.  When  the  result  is  severe  impaired  functioning,  the  IFA  enables  them  to  receive 
assistance. 

fncrejise  in  Eligible  Children 

The  number  of  children  declared  eligible  for  SSI  has  increased  over  the  past  few 
years.  A  number  of  factors  explain  this  increase  in  children's  SSI  applications.  The 
recession  of  the  early  '90s  increased  the  economic  stress  on  fomilies.  More  fomHies  whose 
children  had  severe  disabilities  lost  income  and  their  children  became  financially  eligible  for 
benefits.  Also,  the  number  of  children  living  in  poverty  is  the  highest  in  almost  30  years. 
New  Mexico  is  higher  than  most  states  with  28.7%  of  its  children  in  poverty  giving  us  a 
national  ranking  of  48  for  the  six  year  period  ending  in  1991. 

Congress,  iu  1989,  directed  the  Social  Security  Administration  (SSA)  to  conduct 
outreach,  for  the  first  time,  to  potentially  eligible  &milies  with  children  who  have  severe 
disabilities  to  encourage  them  to  apply  for  benefits.  The  Arc  of  New  Mexico  was  the 
recipient  of  a  one-year  grant  to  locate  and  facilitate  the  application  process  for  families  of 
children  with  disabilities.  The  Arc  discovered  many  eligible  families  and  assisted  in  the 
application  process.  The  next  year,  1990,  SSA  published  and  began  to  implement  new 
rules  for  children  with  mental  and  emotional  disabilities.  The  new  rules  were  designed  with 
help  from  a  panel  of  experts  convened  by  Social  Security  Administration  that  included  child 
development  specialists,  psychiatrists,  educators,  mental  health  advocates  and  agency  staff. 
The  old  standards  had  not  reflected  current  definitions  and  diagnoses  of  mental  disorders. 
SSA's  use  of  new  and  more  reahstic  standards  enabled  more  children  with  severe  mental 
impairments  to  qualify  for  benefits. 

One  of  the  allegations  of  abuse  concerns  itself  with  parents  who  coach  their  child  to 
act  disabled,  fake  a  mental  disorder,  do  poorly  on  tests,  or  act  out  in  school.  The  SSA 
conducted  a  thorough  investigation  by  the  Office  of  Disability.   It  reviewed  more  than  600 
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randomly  selected  files  of  children  with  behavioral  disorders  and  did  not  find  one  case  of 
alleged  coaching  that  resulted  in  a  loss  of  benefits.  Possible  coaching  was  present  in  13  of 
the  617  cases.  Ten  of  the  claims  were  denied  and  the  other  three  children  received  awards 
on  the  basis  of  the  evidence.  Certainly  the  cost  of  conducting  the  investigation  outweighed 
any  actual  savings.   Perhaps  more  systcma'ic  changes  would  prevent  further  abu.'ie. 

The  U.S.  Supreme  Court  issued  its  decision  in  1990  in  the  Zeblev  v.  Sullivan  case 
requiring  SSAto  change  its  childhood  disability  determination  process  to  evaluate  the  child's 
level  of  functioning  in  addition  to  his  or  her  medical  condition.  Members  of  the  expert 
panel  advising  Social  Security  as  the  agency  developed  the  new  childhood  disability  process 
estimated  that  over  1  million  children  would  meet  financial  and  diszdiility  criteria.  Part  of 
the  Zeblev  case  required  Social  Security  to  notify  452,000  children  who  were  illegally  denied 
benefits  between  1980  and  1990  that  they  had  a  right  to  have  their  cases  reevaluated.  The 
agency  ultimately  reinstated  and  paid  back  benefits  to  135,000  children  who  had  been  found 
ineligible.  By  court  order,  SSA  was  told  to  notify  all  class  members  by  letter  and  also  to  do 
public  service  announcements  and  national  outreach  to  potentially  eligible  children. 

To  augment  Social  Security's  outreach  efforts,  several  major  foimdations  funded  the 
Children's  SSI  Campaign.  The  campaign  worked  with  state  agencies,  advocates  and 
professional  groups  across  the  country  to  notify  potentially  eligible  families  about  change  in 
the  SSI  program  and  how  to  apply. 

Both  Social  Security  and  the  Children's  SSI  Campaign  publicized  new  financial 
eligibility  rules,  issued  in  November  1992,  that  calculate  tlie  finandal  eligibility  of  working 
families  more  equitably  than  before.  Thousands  of  children  whose  parents  are  employed 
who  were  previously  denied  because  they  were  over  the  income  limits  are  now  eligible  for 
this  means-tested  program- 
After  several  years  of  growth,  the  allowance  rate  began  to  decline  in  1994.  According 
to  the  Social  Security  Administration,  today  the  allowance  rate  is  lower  than  before  the 
Zeblev  decision. 

Impact  of  Personal  Responsibility  Act 
It  is  important  to  state  that  the  Personal  Responsibility  Act  is  not  family  friendly.  The  Act 
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subjects  families  to  outside  decision  makers  likely  to  be  overwhelmed  with  the  sheer  volume 
of  work.  Impact  of  Title  VT  of  the  Personal  Responsibility  Act  would  deny  Supplemental 
Security  Income  to  many  currently  eligible  persons  and  future  applicants,  children.  These 
reductions  would  restilt  in  $65  million  less  in  federal  funding  for  New  Mexico  for  children's 
SSI  programs  over  five  years  and  would  result  in  20-25%  of  the  children  losing  eligibility  for 
SSI  benefits.  We  must  point  out  that  the  Personal  Responsibility  Act  SSI  block  grant 
duplicates  the  Maternal  and  Child  Health  block  grant  already  in  place. 

We  are  told  that  the  amount  of  the  block  grant  is  based  on  a  per  capita  amount  that 
is  only  three-quarters  of  the  average  child's  SSI  benefits  for  those  who  meet  the  listings  but 
do  not  qualify  for  cash.  However,  block  grant  services  are  to  be  maule  available  to  all 
children  who  meet  the  listings,  regardless  of  whether  or  not  they  receive  cash. 

llie  amount  of  the  SSI  block  grant  will  be  further  reduced  beyond  the  25%  by  taking 
the  administrative  cost  off  the  top.  Administration  of  such  a  program  will  cost  5%  to  15%. 
Certainly  the  start  up  cost  of  the  block  granting  is  going  to  be  high.  The  "savings"  comes 
ouL  uf  the  lives  of  poor  children  and  goes  to  finance  a  tax  credit  or  administration  of  a 
program. 

Not  only  will  many  families  of  children  with  disabilities  lose  available  cash  payments, 
bureaucrats  will  make  dedsions  about  services  for  their  children.  The  loss  of  decision 
making,  severs  more  than  twenty  years  of  parental  choice  and  autonomy. 

There  are  6,440  children  in  New  Mexico  receiving  SSI. 

•  Children  who  would  still  receive 

SSI  cash  benefits  and  Medicaid  1,352 

•  Children  grand  fathered  into 

SSI  Cash  benefits  or  remain  eligible 

for  Medicaid  and  SSI  block  grant  3,881 

•  Children  who  may  reapply  and  receive 

non-cash  benefits  under  "listings"  362 

•  Children  losing  all  SSI  Benefits  and 

Medicaid  845 
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Medicaid  eligibnity  is  provided  to  the  child  who  quahfies  for  SSI.  The  single 
determinatioQ  is  used  in  31  states,  including  New  Mexico. 

The  Medicaid  eligibili^  means  that  the  chfld  of  a  lov/  income  family  with  the 
disability  may  be  the  is  the  only  one  who  receives  medical  care.  Without  the  SSI  eligibili^ 
many  will  not  be  eligible  for  health  care.  A  simple  condition  which  may  be  preventable  can 
quickly  become  a  serious  condition  and  if  untreated  can  result  in  death  or  fiirther  disability. 
Estimates  are  that  25%  would  lose  eligibility  for  all  support 

Recommendations 

We  recommend  two  principles  regarding  the  SSI  Program  for  Children,  which  we  feel 
must  be  maintained.  The  first  principle  is  one  of  monitoring  cash  payments  to  parents.  As 
we  have  already  stated,  cash  provides  parents  with  the  greatest  level  of  autonomy  and 
choice.  Payments  to  parents  allow  for  the  flexibility  needed  to  best  meet  the  needs  of  the 
child. 

The  second  principle  is  that  of  maintaining  the  Individual  Functional  Assessments. 
The  IFA  provides  the  avenue  for  children  who  do  not  meet  the  medical  listings.  By 
maintaining  the  IFA  children  who  have  severe  and  persistent  mental  illness,  behavior 
disorders  or  a  diistcr  of  disorders  to  qualify  as  those  with  medical  listings. 

Our  recommendations  address  specific  problems  that  have  been  raised  about  the 
children's  SSI  program,  but  we  do  not  recommend  sweeping  changes,  such  as  eliminating 
cash  payments  for  eligible '  children,  which  we  see  as  misdirected  responses  based  on 
inaccurate  media  reports.  Rather  than  proposing  that  hundreds  of  thousands  of  children 
with  serious  disabilities  be  dropped  from  the  program,  we  are  proposing  sensible 
sunendmcnts  to  the  current  system  for  determining  childhood  disability. 

Our  recommendations  are: 

•  Include  in  the  law  a  statement  of  the  purposes  of  children's  SSI. 

Oarify  the  definition  of  eligibility  for  childhood  benefits  and  what  Congress 
means  by  having  an  impairment  'comparable  to"  an  adidts. 

•  Strengthen  requirements  as  to  how  families  may  spend  SSI  cash  benefits. 

•  Tighten  the  eligibility  criteria  to  ensure  that  the  child's  impairment  results  in 
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a  substantial  restnction  in  functioning  by  directing  SSA  to  establish  a  group 
of  appropriate  professionals  to  redefine  and  revise  the  Individualized 
Functional  Assessment.  (This  recommendation  specifically  avoids  having 
Congress  rewrite  this  technical  language.) 

•  Enhance  SSA's  capacity  to  find  and  punish  those  who  perpetrate  fraud  in 
seeking  SSI  benefits  for  a  child. 

•  Establish  a  schedule  of  reviews  so  that  children  who  are  no  longer  severely 
disabled  are  removed  from  the  program. 

Review  the  need  for  cash  payments  in  families  with  several  eligible  children 
with  severe  disabilities. 

•  Improve  incentives  to  encourage  and  support  children  who  are  moving  toward 
independence. 

These  recommendations  address  each  of  the  specific  criticisms  recently  leveled  against  this 
program,  without  harming  children  who  have  severe  disabilities  and  whose  famHies  need  the 
cash  assistance  provided  through  SSI. 

Chairman  DOMENICI.  I  will  tell  you  what  I  would  like  to  do, 
Corinne  Wolfe.  Could  we  just  deal  a  little  bit  with  children  and  ba- 
bies and  then  we  will  take  your  testimony? 

Ms.  Wolfe.  Of  course. 

Chairman  DOMENICI.  All  right.  So  all  of  the  people  that  came  be- 
cause you  got  your  notices  from  Arc  that  this  was  an  important 
meeting,  and  I  note  the  presence  of  some  children,  some  of  whom 
obviously  appear  disabled,  I  do  not  want  to  keep  you  here  a  long 
time.  So  I  would  like  very  much  to  talk  to  you  a  little  bit  and  per- 
haps, John,  you  and  I  engage  in  a  little  dialogue. 

Then  we  will  take  a  recess,  if  you  would  like,  before  you  testify, 
and  that  would  give  you  a  chance  to  decide  if  your  transportation 
is  ready  and  if  you  feel  comfortable,  you  certainly  can  leave  then. 
You  will  have  made  your  case  by  your  presence. 

Maybe  what  I  would  like  you  to  do  is  one  more  time,  everybody 
who  came  here  that  is  supporting  what  John  Foley  had  to  say  and 
his  concerns,  would  you  once  again  just  show  me  by  a  show  of 
hands? 

[A  show  of  hands.] 

Chairman  DoMENici.  And  is  it  fair  to  assume  that  some  of  you 
came  from  cities  outside  of  Albuquerque?  How  many  came  from 
outside  of  Albuquerque? 

[A  show  of  hands.] 

Chairman  DOMENICI.  All  right.  How  many  with  children  at  Los 
Lunas? 

[A  show  of  hands.] 

Chairman  DOMENICI.  OK.  We  thank  you  all  very  much. 

Now  let  me  talk  with  you  a  bit  and  then,  John,  you  and  I  can 
engage  in  a  little  bit  of  dialogue.  First  of  all.  Supplemental  Security 
Income  is  currently  a  $24  billion — that  is  SSI — $24  billion  means- 
tested  program  federally-financed  and  administered  income  assist- 
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ance  program  under  the  jurisdiction  of  the  Social  Security  Adminis- 
tration. 

Out  of  the  general  treasury,  we  put  the  money  back  into  the  So- 
cial Security  Fund  and  the  administrator  of  Social  Secuiity  runs 
this  fund  and  these  entitlements,  so  the  general  tax  dollar  goes  to 
this.  Some  senior  citizens  think,  because  it  is  handled  by  Social  Se- 
curity, that  it  is  their  Social  Security  money.  It  is  not. 

The  program  is  $24  billion  now.  It  is  expected,  if  we  do  not  find 
some  way  to  do  a  better  job  and  do  a  better  job  with  the  taxpayers' 
dollars,  and  a  way  to  weed  out  some  of  the  abuses,  and  there  are 
some,  that  program  will  grow  80  percent  in  the  next  5  years  to  a 
national  total  of  about  $43  billion,  John,  is  the  numbers  we  have. 
I  assume  that  is  pretty  consistent  with  what  you  are  using. 

To  be  eligible,  and  let  us  just  make  this  point  because  this  is  a 
very  important  issue  in  New  Mexico,  SSI,  the  person  entitled  must, 
number  one,  meet  an  income  test.  That  means  this  is  a  program 
directed  at  those  in  need  economically. 

Second,  they  must  have  an  impairment  that  is  listed  in  regula- 
tion or  passed  as  an  IFA,  which  John  used  rather  regularly,  and 
that  is  an  individualized  functional  assessment.  The  IFA  deter- 
mines whether  this  unlisted  impairment  seriously  limits  a  person 
from  performing  activities  that  are  normal  to  his  or  her  age. 

There  was  a  lawsuit  named  Zebley  v.  Sullivan  that  extended  the 
IFAs  as  a  qualifying  event  to  children.  As  a  result  of  the  case  and 
the  other  expansions,  the  rolls  have  increased  from  about  three 
million  in  1990  to  4.3  million  in  1993.  We  do  not  have  a  1994  or 
partial  1995  number,  but  it  is  going  up  rather  steeply. 

Now,  what  the  House  did  and  the  reason  I  want  to  cover  it  quick- 
ly is,  the  House  passed  a  welfare  reform  act  that  restricted  the  eli- 
gibility for  three  classes  of  people.  One,  aliens  except  for  over  75 
years  of  age,  and  if  they  had  been  in  the  country  for  5  years;  sec- 
ond, drug  addicts  and  alcoholics  will  no  longer  qualify  as  disabled 
under  this  act;  and  the  third  is  children  will  not  qualify  because 
the  act  originally,  as  some  thought,  did  not  cover  it.  The  court  said 
it  did  in  the  case  I  just  described  to  you. 

So  what  will  happen  under  this  bill,  you  can  understand  it,  most 
of  you  yourselves,  but  it  would  eliminate  the  IFAs  on  SSI  as  a 
basis  for  receipt  of  any  compensation  or  payment. 

The  Budget  Office  of  the  United  States,  the  independent  office, 
estimates  that  roughly  25  percent  of  children  on  SSI  would  be  ter- 
minated under  that  definition,  and  the  bill  would  also  only  pay 
cash  benefits  to  children  who  meet  the  listed  impairments;  that  is, 
defined  impairments,  not  the  undefined  ones  that  are  qualifying  on 
a  case-by-case  basis. 

Finally,  the  bill  sets  aside  about  a  billion  and  a  half  dollars  as 
an  SSI  service  block  grant  to  help  children  that  are  no  longer  eligi- 
ble. 

Now,  to  all  of  you  who  are  worried  about  the  program,  first  you 
must  know  that  even  though  you  hope  that  Senator  Domenici  can 
go  write  the  new  law  and  I  will  fix  all  this  for  you,  the  truth  of 
the  matter  is  that  the  Senate  Finance  Committee,  after  we  pass 
the  budget,  will  rewrite  this  law. 

We  will  establish  a  budget  that  is  on  one  sheet  of  paper,  17  func- 
tions of  government,  and  in  it  we  will  say  how  much  money  is  re- 
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duced  each  year  from  these  17  functions.  Nonetheless,  we  have  to 
come  up  with  some  assumptions  as  to  how  we  got  to  the  numbers 
in  this  budget  resolution,  so  I  want  everybody  to  know  right  up 
front,  from  the  standpoint  of  myself  as  the  Chairman  putting  a 
budget  before  the  Budget  Committee,  clearly  we  are  going  to  in- 
clude significantly  scaled  back  SSI  children  reform  from  that  which 
the  House  did. 

In  other  words,  we  are  not  going  to  adopt  the  House  proposals 
in  our  assumptions.  We  are  going  to  adopt  many  of  the  rec- 
ommendations you  just  made  because  there  is  a  growing  acknowl- 
edgement that  there  are  some  recipients  that  should  not  be  getting 
the  money.  You  acknowledged  that.  We  are  not  certifying  regularly 
and  other  things. 

But  we  are  looking  at  this  SSI  reform,  and  in  the  process,  have 
rejected  the  House  proposal.  We  said  we  are  not  going  to  include 
the  money  that  is  contemplated  there  to  be  saved,  but  we  are  going 
to  adopt  recommendations  that  we  think  are  reasonable,  that  will 
reduce  the  costs  over  time,  but  will  not  be  as  harmful  to  many  who 
need  the  benefits  as  the  House  bill. 

So  from  that  standpoint,  I  cannot  do  any  more  than  that  as  a 
part  of  the  budget  process.  You  will  have  to  await,  and  you  and 
your  national  organizations  will  have  to  await  the  work  that  Sen- 
ators Packwood  and  Moynihan  do  in  their  Finance  Committee  as 
they  respond  to  our  lowering  of  the  numbers  over  time. 

In  other  words,  we  will  not  put  a  number  in  that  says  this  pro- 
gram, it  cannot  be  $43  billion  in  the  year  2000,  which  is  the  cur- 
rent projection,  if  nothing  is  changed.  There  will  be  some  reforms 
so  it  will  not  grow  that  much. 

Now,  John,  could  you  kind  of  talk  to  us? 

Mr.  Foley.  Yes.  Senator,  one  of  the  things  I  think  is  important 
and  that  is  that  the  most  recent  figures  indicate  that  SSI  for  chil- 
dren in  this  area  seems  to  be  leveling  off,  even  to  the  pre-Zebley 
era.  So  we  feel  confident  that  things  have  been  leveling  off 

We  had  this  burst  of  people  who  qualified  for  a  number  of  rea- 
sons. We  had  a  downturn  in  the  economics  and  that  drove  families 
with  children  with  disabilities  to  seek  other  support.  We  had  the 
Zebley  ruling,  which  also  drove  it  up.  And  the  Congress  directed 
SSA  to  conduct  an  outreach  program  which  the  Arc  of  New  Mexico 
had  a  1-year  project  which  was  successful  in  helping  New  Mexico 
citizens  secure  SSI  for  children. 

So  there  are  a  number  of  reasons  that  that  went  up,  but  we  are 
now,  at  least  according  to  the  figures  that  we  have  seen,  indicate 
that  there  is  a  leveling  off,  and  even  perhaps  a  reduction. 

Chairman  DOMENICI.  I  do  not  want  to  mislead  anyone,  and  you 
have  not  spoken  to  the  issue  at  all,  Mr.  Foley,  but  clearly  a  very 
large  number  of  people,  and  it  is  growing,  have  been  qualifying  as 
disabled  if  they  are  alcoholics  or  if  they  are  drug  addicts. 

Essentially,  I  do  not  think  there  is  going  to  be  much  debate  in 
the  Congress  about  whether  they  should  come  off  this  roll  and  no 
longer  be  determined  to  be  SSI  qualified.  I  think  that  is  going  to 
happen,  so  if  anyone  was  here  worried  about  making  sure  we  con- 
tinue to  cover  alcoholics  as  disabled,  under  this  taxpayers'  disabil- 
ity payment,  that  is  not  going  to  continue. 
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You  did  not  speak  in  favor  of  that  in  behalf  of  the  people  that 
are  here. 

Mr.  Foley.  Not  at  all. 

Chairman  DOMENICI.  Let  us  just  take  another  3  or  4  minutes. 
Mr.  Foley,  as  the  head  man  of  Arc  here,  has  addressed  the  issues 
to  the  Budget  Committee.  He  has  put  his  written  remarks  in;  I 
have  given  you  my  response  as  best  I  can. 

I  do  not  want  you  to  think  I  will  not  be  an  advocate  before  the 
Finance  Committee  once  we  make  the  recommendations  in  the 
budget;  I  will.  I  am  not  going  to  put  the  recommendations  in  and 
then  not  appear  before  the  Committee  and  let  them  do  a  lot  of 
other  things.  We  will  be  an  advocate  for  that  position. 

I  think  we  had  better  move  on;  we  have  got  a  lot  of  witnesses 
today  and  I  cannot  take  a  whole  lot  more  time.  I  notice  our  little 
friend  here.  What  are  you  doing  up  here  at  the  table? 

Ms.  Sanchez.  I  would  like  to  read  a  speech  for  you  and  it  is  for 
SSI.  I  receive  an  SSI  check  for  money  and  I  would  like  to  read  a 
speech. 

STATEMENT  OF  NANNIE  MARIE  SANCHEZ,  CITIZEN  OF  NEW 

MEXICO 

Ms.  Sanchez.  Good  morning.  My  name  is  Nannie  Marie  Sanchez. 

Chairman  Domenici.  Let  me  just  interrupt  you  for  a  minute.  Ev- 
erybody should  know  that  I  am  a  very  good  personsd  friend  of  hers, 
so  she  did  not  just  come  up  here.  Her  mother  is  one  of  my  great, 
great  friends,  and  this  young  lady  has  achieved  in  an  incredible 
way.  She  is  attending  T-VI  for  any  of  you  who  are  wondering.  They 
have  a  curriculum  to  help  her  to  get  educated  at  T-VI,  and  we  are 
just  very,  very  proud  of  her. 

Would  you  keep  your  speech  short? 

Ms.  Sanchez.  OK. 

Chairman  DOMENICI.  All  right? 

Ms.  Sanchez.  All  right.  Good  morning.  My  name  is  Nannie 
Marie  Sanchez.  I  would  like  to  thank  you  for  giving  me  the  oppor- 
tunity to  speak  to  you  on  the  concerns  that  I  have  on  the  decisions 
that  you  will  make  on  my  behalf,  and  the  drastic  Federal  cuts  that 
all  of  you  are  proposing  for  the  disabled  population  throughout  the 
country,  and  also  for  giving  me  the  opportunity  to  speak  on  behalf 
of  the  mentally  disabled  in  our  community. 

I  am  a  20-year-old  student  at  the  Technical  Vocational  Institute. 
I  am  the  only  Down  Syndrome  student  in  the  State  of  New  Mexico 
that  has  ever  passed  the  placement  test  at  T-VI  and  carry  a  2.4 
grade  point  average. 

Throughout  my  years  in  public  school,  involvement  in  the  com- 
munity, and  now  in  college,  I  have  always  been  mainstreamed  into 
the  least  restrictive  environment.  My  family  always  supported  me 
and  told  me  that  one  day  I  would  be  somebody. 

Therefore,  I  was  able  to  work  through  all  the  hurdles  and  bar- 
riers that  were  placed  on  me  so  that  I  was  not  able  to  achieve  my 
dreams  and  goals  by  individuals  that  make  decisions  on  my  behalf 
not  knowing  or  asking  what  I  would  like  in  my  life. 

How  many  of  you  have  ever  felt  different  from  everyone  else 
around  you?  If  you  have,  then  you  understand  what  I  have  had  to 
go  through  to  get  a  quality  education  and  try  to  be  as  normal  as 
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I  possibly  can.  If  there  is  such  a  person,  I  would  like  to  meet  that 
person. 

Throughout  my  life,  I  have  been  viewed  by  people  as  different 
than  them.  I  feel  like  anyone  else  in  this  room,  proud  to  be  who 
I  am  and  proud  of  my  disability.  My  family  has  always  had  to  fight 
every  step  of  the  way  so  that  I  am  able  to  succeed  in  this  commu- 
nity. 

Professionals  and  people  in  office  who  make  decisions  for  me 
have  always  placed  limits  and  barriers  on  my  capabilities  that  re- 
strict me  from  being  successful.  I  am  always  concerned  about  being 
able  to  develop  the  proper  training  to  walk  away  with  skills  to  be- 
come a  productive  citizen  in  our  community. 

There  is  always  that  group  of  people  who  make  decisions  for  me, 
who  make  fun  of  me  because  I  am  disabled.  Please  understand  that 
with  all  the  fighting  I  have  had  to  do,  I  have  been  given  many  op- 
portunities to  excel  academically  and  socially  in  a  limited  environ- 
ment. There  always  continues  to  be  discrimination  by  representa- 
tives who  make  decisions  that  affect  my  life  and  are  denying  me 
the  right  to  be  a  productive  citizen  in  my  community. 

If  we  are  able  to  get  training  while  we  are  receiving  SSI,  then 
we  will  not  have  to  be  a  burden  to  all  of  you.  I  need  to  further  my 
education  so  that  I  am  able  to  get  a  good  job,  so  that  I  am  able 
to  support  myself  and  not  have  to  depend  on  a  handout  from  the 
State. 

If  you  make  the  drastic  Federal  cuts  in  SSI,  I  will  not  be  able 
to  pursue  an  education  so  that  I  am  able  to  support  myself.  I  am 
proud  of  myself  and  know  my  capabilities.  Therefore,  I  need  to 
complete  my  studies  at  T-VI.  In  order  to  have  people  with  disabil- 
ities be  successful,  we  must  identify  steps  that  need  to  be  taken  to 
inform  our  community  of  the  commitment  and  obligation  to  pro- 
hibit discrimination  on  the  basis  of  our  disability  and  have  equal 
representation  of  people  with  disabilities  on  committees  that  un- 
derstand our  needs  and  can  advocate  for  us  to  meet  our  needs. 

Identify  steps  to  ensure  that  the  country  does  not  discriminate 
against  me,  and  others  like  me  who  are  taking  advantage  of  pro- 
grams and  to  assist  us  receiving  SSI.  Identify  steps  that  need  to 
be  taken  to  ensure  that  cuts  that  affect  the  disabled  population  do 
not  pass.  If  we  are  to  be  able  to  succeed  and  live  as  normal  as  pos- 
sible, identify  steps  to  ensure  that  we  have  equal  opportunities  like 
you  do  throughout  the  country. 

I  truly  appreciate  all  the  opportunities  that  I  have  had.  When  I 
leave  school,  I  want  a  real  job  with  a  company  that  is  willing  to 
pay  my  salary.  I  will  become  the  total  product  of  what  you  all  de- 
cide I  am  going  to  be.  I  should  have  a  say  in  what  my  dreams  and 
goals  are. 

What  gives  you  the  right  to  place  limits  on  me?  I  would  never 
do  that  to  you.  People  with  disabilities  are  always  told  that  we 
have  limitations  in  terms  of  opportunities  in  the  community, 
schools,  and  the  work  place.  With  the  drastic  cuts  in  SSI,  the  dis- 
abled will  return  to  working  in  the  areas  of  the  three  Fs.  That  is 
food,  filth  and  flowers. 

Maybe  at  one  point  you  will  also  take  that  away  from  us.  Re- 
member that  in  this  life,  we  all  have  dreams.  I  ask  all  of  you  to 
give  people  like  me  an  opportunity  to  fulfill  our  dreams  to  be  ac- 
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cepted  by  everyone  in  this  country,  and  most  important,  to  attend 
school  and  Hve  and  work  in  a  normal  environment. 

Thank  you. 

Chairman  DOMENICI.  OK.  There  are  some  of  you  who  want  to 
submit  testimony.  If  you  will  just  pass  it  on,  we  will  have  somebody 
picking  it  up.  We  thank  you  all.  We  are  going  to  take  about  a  7- 
minute  recess  and  then  we  will  proceed  with  the  remaining  wit- 
nesses as  quickly  as  we  can.  We  will  stand  in  recess. 

[Brief  recess] 

[The  prepared  statement  of  Ms.  Helen  Morris  follows:] 

Prepared  Statement  of  Ms.  Helen  Morris,  Advocacy  Chairman  of  the 
Albuquerque  Chapter  of  the  Alzheimer's  Association 

As  advocacy  chairman  of  the  Albuquerque  Chapter  of  the  Alzheimer's  Association 
I  would  hke  to  relate  our  view  of  the  medicaid  situation  as  it  applies  to  families 
and  victims  of  Alzheimer's  disease  and  related  disorders. 

Cost  studies  have  been  made  on  the  comparative  cost-effectiveness  of  home  and 
community  based  care.  This  study  was  done  to  compare  the  cost  of  formal  and  infor- 
mal care  for  people  with  Alzheimer's  disease  in  a  community,  with  total  cost  of  care 
for  a  similar  group  in  a  nursing  home. 

For  the  community  resident,  total  cost  was  $47,083.  Of  this  27  percent  was  for 
formal  care.  Total  cost  for  the  nursing  home  resident  was  $47,083,  with  88  percent 
of  that  cost  for  formal  care. 

It  has  been  established  that  the  total  costs  across  the  entire  estimated  population 
per  Alzheimer  patient  is  $47,581. 

Now  to  present  the  advantages  of  the  home  and  community  based  care  with  the 
institutional  care  of  the  average  nursing  home. 

It  has  been  estimated  that  almost  %  of  nursing  home  patients  are  suffering  from 
dementia  of  some  kind.  For  the  most  part  until  the  very  latter  stages  of  this  dis- 
order nursing  home  care — as  it  now  is  administered — is  not  the  kind  of  care  these 
people  need  or  want. 

The  reason  so  great  a  number  are  in  nursing  homes  is  that  the  only  way  financial 
assistance  in  the  form  of  our  present  Medicaid  Program  can  be  acquired  is  if  the 
patient  is  placed  in  a  nursing  home. 

This  disrupts  the  family  settings;  does  not  give  the  proper  care  for  people  with 
dementia;  and  costs  far  more  than  home  and  family  and  community  based  care  with 
providers  who  are  specially  trained  to  serve  the  needs  of  these  people. 

In-home  care  if  it  could  be  financially  supported  is  the  very  best  care  for  persons 
with  Alzheimers.  Community  based  services  such  as  day  care  and  respite  care  are 
the  ideal  kinds  of  care.  In  our  present  social  and  financial  structure  this  kind  of  care 
is  very  limited  in  most  communities. 

We  would  like  to  see  the  Medicaid  Program  re-evaluated.  Victims  of  Alzheimer's 
and  other  dementias  should  not  have  to  leave  the  family  setting  for  full  time  care 
in  a  nursing  home  just  in  order  to  get  financial  assistance  for  care. 

As  a  wife  of  a  victim  of  Alzheimer's  Disease,  I  speak  from  first  hand  experience. 
Ten  to  twelve  years  is  a  long  time  to  watch  your  loved  one  deteriate.  To  finally  have 
to  place  him  in  a  nursing  home  was  a  devastating  experience.  We  need  some  way 
to  have  financial  help  in  home  and  community  based  care  for  these  people. 

We  ask  for  a  better  usage  of  medicaid  funding  than  is  now  in  force. 

Chairman  DOMENICI.  Could  we  have  your  attention,  please?  Let 
me  announce  the  schedule  here  and  see  if  we  can  get  things  mov- 
ing again.  I  hope  you  do  not  mind  my  getting  off  schedule.  I  think 
that  was  very  important  that  we  hear  from  the  young  witness.  I 
am  sure  that  was  to  everybody's  edification  here. 

We  are  going  to  continue  on  and  we  are  going  to  take  Corinne, 
and  then  we  are  going  to  move  to  Panel  No.  3.  For  those  who  are 
on  that  panel,  we  should  be  on  that  panel  at  11:15.  It  should  not 
take  over  40  minutes  for  that.  Panel  No.  4  should  start  about  11:45 
and  we  should  finish  about  12:20. 
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We  will  have  completed  the  fifth  panel  because  Dorothy 
Danfelser  testified  yesterday,  so  we  will  not  have  a  fifth  panel.  You 
are  kind  of  the  fifth  panel  going  second. 

Ms.  Wolfe.  OK. 

Chairman  DOMENICI.  All  right.  Please  go  ahead. 

STATEMENT  OF  CORINNE  WOLFE,  NEW  MEXICO  HUMAN 
NEEDS  COORDINATING  COUNCIL 

Ms.  Wolfe.  Thank  you,  Senator  Domenici.  I  am  Corinne  Wolfe, 
a  member  of  the  New  Mexico  Human  Needs  Coordinating  Council, 
and  I  appreciate  the  opportunity  to  share  with  you  some  of  the 
good  points  in  administration  that  are  being  proposed,  as  well  as 
problems  that  the  proposed  Personcd  Responsibility  Act,  or  H.R.  4, 
will  have  for  New  Mexico  and  its  vulnerable  families  and  children. 

I  must  say  it  is  a  hard  act  to  follow  Nannie  Sanchez.  I  may  add, 
when  you  look  into  the  audience  and  if  you  ask  how  many  mem- 
bers have  a  mentally  ill  person,  a  disabled,  developmentally  dis- 
abled person,  or  a  poor  hungiy  child,  you  will  discover  we  all  have 
those  kinds  of  families  and  friends.  So  I  am  speaking  primarily  for 
people  who  sometimes  do  not  speak  for  themselves. 

First,  I  would  like  to  say  I  have  no  trouble  with  block  grants  if, 
and  the  if  is  big,  I  think  the  administration  could  be  improved.  Cat- 
egorical programs  have  grown  over  the  past  30  years,  50,  60  I 
should  say,  actually  60,  and  over  the  years,  as  you  will  discover  as 
you  grow  older,  that  changes  come  with  every  President,  some 
good,  some  bad. 

Each  time,  we  try  to  go  through  and  reinvent  the  wheel  on  the 
care  of  people.  I  would  just  like  to  say  that  in  the  1930's,  we  were 
doing  exactly  the  same  thing,  talking  about  families,  children,  dis- 
abled, ill  people.  Then  we  had  what  I  would  consider  a  block  grant 
in  those  days,  an  agency,  a  single  point  of  entry  called  the  Public 
Welfare  Office,  in  which  everybody  could  come  and  get  assistance 
appropriately. 

Then  we  had  a  development  of  growth  of  special  interests  and  we 
set  up  many  different  programs  with  different  ehgibilities,  different 
purposes,  different  regulations,  which  have  created  some  of  the 
problems  we  now  have  with  all  the  various  grants. 

The  present  problem,  as  I  see  it  in  the  proposals,  are  that  we 
still  are  maintaining  some  of  the  different  eligibility,  different  con- 
ditions, limiting  certain  kinds  of  people  which  I  think  will  continue 
some  of  the  administrative  morass  that  we  have  been  in.  I  would 
hope  that  you  would  look  at  this  carefully. 

Let  us,  for  once,  approach  people  as  people  and  not  as  a  category. 
Now,  I  also  feel  very  strongly  that  punitive  measures  such  as  no 
cash  grants  to  teenage  mothers  or  parents  with  an  additional  child, 
cutting  off  families  who  have  received  assistance  for  5  years,  no 
medicaid  for  drug  addicts  or  alcoholics — I  happen  to  disagree,  I 
think  there  is  a  problem  there — and  reduction  in  assistance  be- 
cause of  failure  to  determine  paternity. 

I  do  not  think  legislation  or  the  budget  can  control  morals  or 
value  systems.  For  example,  I  thought  the  inclusion  that  if  you 
counted  abortions  as  additional  births,  out  of  wedlock  births,  that 
you  would  lower  the  bonus  you  might  get  fi-om  the  Federal  Govern- 
ment. That  is  inappropriate.  I  had  another  word,  but  I  took  it  out. 
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Chairman  DOMENICI.  You  want  to  put  it  in  quietly? 

Ms.  Wolfe.  Stupid. 

One  of  the  provisions  that  I  would  like  to  speak  to  very  briefly 
is,  that  is  that  there  must  be  community  participation  decisions 
concerning  the  needs  of  the  community,  the  use  of  funds,  and  pro- 
gram development.  We  no  longer  can  sit,  either  the  Federal  Gov- 
ernment or  the  State  government,  and  say  to  a  community,  "This 
is  best  for  you,  kids.  Take  it  or  leave  it." 

I  think  in  New  Mexico,  we  are  moving  toward  community  in- 
volvement. There  was  a  period  in  our  history  in  New  Mexico  when 
we  did  have  some  community  input.  I  hope  we  go  back  to  that.  I 
also  might  say,  at  one  time.  New  Mexico  withdrew  from  all  Federal 
assistance,  they  got  mad  at  the  government.  I  hope  the  counties 
will  do  that  to  the  State.  We  have  a  funny  history. 

The  other  point  I  would  like  to  make  is,  eligibility  for  commod- 
ities and  food  stamps  should  be  the  same  as  for  temporary  assist- 
ance. In  the  original  discussions  in  1933,  the  discussions  were 
around  assistance  for  families  or  assistance  for  the  children  so 
mothers  could  be  able  to  stay  at  home  for  their  children. 

I  think  the  idea  of  going  back  for  temporary  assistance  for  fami- 
lies is  a  good  move,  if  we  really  mean  that.  And  also,  then,  all  of 
our  assistance  eligibility  should  be  directed  toward  families  as  a 
base  for  eligibility. 

Yesterday,  the  great  discussion  on  the  block  grants,  the  amount 
of  funds  or  the  formula  for  giving  money  to  the  States  should  be 
changed.  I,  too,  think  that  we  have  to  look  at  that  very  carefully. 
As  you  know.  New  Mexico  is  known  for  being  at  the  bottom  of  the 
service  heap  generally.  Generally  we  have  not  don^  very  well  by 
our  people. 

Chairman  DOMENICI.  Bottom  of  which  heap? 

Ms.  Wolfe.  Well 

Chairman  DOMENICL  The  service  heap  you  said? 

Ms.  Wolfe.  The  bottom  of  the  service  heap. 

Chairman  Domenicl  That  is  a  very  generous  way  of  putting  it. 

Ms.  Wolfe.  Well,  I  know.  As  I  said,  when  I  wrote  this,  I  had 
much  more  emotionally-charged  words  and  I  took  them  out.  I  tried 
to  rewrite  it  since  I  had  to  fax  it  to  you. 

But  it  seems  to  me  we  do  have  to  have  some  other  way  of  allocat- 
ing funds,  and  although  we  talked  about  harvesting  the  medicaid 
yesterday,  there  are  some  other  things  that  need  to  be  looked  at. 
In  New  Mexico,  we  have  had  a  balanced  budget  and  that  has  lim- 
ited certain  service  programs. 

There  is  lack  of  concern  on  the  part  of  some  citizens  and  some 
legislators  for  their  fellow  man.  Lack  of  knowledge  of  need,  lack  of 
State  funds,  lack  of  jobs,  particularly  in  rural  areas,  low  pay  for 
service  jobs,  and  of  course,  there  are  some  people  who  are  disabled 
and  will  still  have  to  have  assistance,  even  perhaps  beyond  the  5- 
year  period. 

I  think  we  do  have  to  work  out  a  new  formula  and  not  to  allocate 
funds  on  a  per  capita  basis,  population,  and  need.  Now,  I  have  list- 
ed in  the  testimony,  which  you  have,  several  areas  of  need.  I  will 
not  read  them  all.  Mainly  there  is  28.9  percent  of  the  children  liv- 
ing in  poverty.  Almost  one-third  of  our  children  are  in  poverty  in 
the  State  of  New  Mexico  today. 
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In  paying  for  AFDC  family  assistance,  we  are  limited  this  year 
to  37  percent,  which  is  an  increase  over  the  past  2  or  3  years.  How- 
ever, to  compare  that  to  the  statement  that  John  Foley  made,  a 
mother  with  two  children  gets  around  $350.  Remember  we  were 
talking  about  SSI  at  $400  or  so. 

There  are  a  great  many  of  these  figures.  In  mental  illness,  3  per- 
cent of  that  population  are  mentally  ill,  about  30,000  individuals. 
About  4,000  are  receiving  treatment. 

We  have  Project  Forward  in  this  State,  and  one  of  the  things  I 
would  like  to  say  about  that  is  that  as  we  continue  looking  at  these 
programs,  we  are  continuing  to  subsidize  private  and  public  em- 
ployment by  providing  food  stamps  and  commodities.  I  think  this 
is  unconscionable.  Either  we  ought  to  get  in  the  business  or  pay  de- 
cent wages  and  do  it. 

The  other  major  point  I  will  make,  since  it  is  now  a  red  light, 
is  I  would  suggest  that  one  of  the  programs  that  could  be  given  up 
and  looked  at  and  forgotten  is  food  stamps  and  commodities.  That 
is  a  hangover  from  1933.  We  have  tried  to  dress  it  up  like  subsidy 
for  farmers,  we  know  that. 

Look  at  the  subsidy  for  farmers,  ranchers,  et  cetera,  and  take 
care  of  it.  Let  us  go  for  cash  assistance  for  families. 

Chairman  DOMENICI.  Thank  you  very  much.  Did  you  have  some 
other  written  testimony  you  wanted  to  submit  or  did  you  give  most 
of  it? 

Ms.  Wolfe.  No,  I  skipped  over  a  great  deal  of  it. 

Chairman  DOMENICI.  Why  don't  we  make  the  whole  statement 
part  of  the  record. 

Ms.  Wolfe.  All  right. 

[The  prepared  statement  of  Ms.  Wolfe  follows:] 
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To:  Senator  Pete  V.  Dotnenici 

Chairman,  US^Senate  Budget  Committee 


From:   Corinne  Wolfe 

640  Alta  Vista,  #225 
Santa  Fe.  NM  87501 
Phone  #  505-989-5026 

Re;     Personal  Re spns i b i 1 i ty  Act,  HR  4 

Date:   April  iT.  1995 


Dear  Senator  and  Members  of  the  Committee: 


tj'yTt^u^-j  ln.jt.jxJi^ 


I  am  Corinne  Wolfe,  a  member  of  the  New  M e x i c o ^C o o r d i n a t i n g 
Council.  I  appreciate  the  opportunity  to  share  with  you  some  of 
the  good  points  in  administration  that  are  being  proposed  as  well 
as  problems  that  the  proposed  Personal  Responsibility  Act,  HR  4, 
will  have  for  New  Mexico  and  its  vulnerable  families  and  chil- 
dren. 

1.  First,  it  is  important  to  improve  administration  of  federal 
funds.  For  a  long  period  of  time  categorical  grants  have  grown 
with  different  purposes,  eligibility  requirements,  reporting  and 
financial  requirements.  These  block  grants  do  eliminate  some  of 
the  problems  and  create  a  more  flexible  approach  to  providing 
funds  to  the  states  and  local  communities.  However,  the  present 
proposals,  by  capping  the  grant,  by  different  eligibility  re- 
quirements in  several  block  grants,  continue  some  of  the  adminis- 
trative problems. 

Also,  punitive  measures  such  as  no  cash  grants  to  teenage  mothers 
or  parents  with  an  additional  child,  cutting  off  families  who 
have  received  assistance  for  five  years,  no  Medicaid  assistance 
for  drug  addicts  or  alcoholics,  and  reduction  in  assistance 
because  of  failure  to  determine  paternity,  create  arbitrary 
eligibility  requirements.  These  proposals  try  to  legislate  a 
moral  or  a  value  system  that  will  only  hurt  children  and  fami- 
lies. The  proposal,  for  example,  to  count  abortions  as  addition- 
al out  of  wedlock  births  to  reduce  a  percentage  point  of  births 
to  receive  a  bonus  from  the  federal  government  is  inappropriate. 

Provision  should  be  made  for  community  participation  in  decisions 
concerning  the  needs  of  the  community,  use  of  funds,  and  program 
developmen  t . 

Eligibility  for  commodities  and  food  stamps  should  be  the  same  as 
for  temporary  assistance.  In  the  child  care  grant,  eligibility 
can  not  exceed  185%  of  poverty.  Should  this  not  be  the  same  for 
temporary  assistance  for  needy  families? 
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2.  The  basis  for  determining  the  amount  of  grants  to  states  is 
based  on  1993  or  1994  expenditure  figures  and  does  not  take  into 
account  the  situations  in  each  of  the  states  as  to  need  for 
programs  to  help  families  and  children.  New  Mexico  is  best  known 
for  being  near  the  bottom  on  providing  most  services.  Some  of 
this  is  due  to  balanced  budgeting  by  the  state  of  New  Mexico, 
lack  of  concern  on  the  part  of  the  citizens  and  the  legislators 
for  their  fellow  man,  lack  of  knowledge  of  need,  lack  of  state 
funds,  lack  of  jobs  particularly  in  rural  areas,  low  pay  for 
service  jobs,  and  of  course,  the  disability  of  some  individuals. 
I  would  recommend  that  determination  of  grants  be  based  upon 
previous  expenditures,  per  capita  income,  and  need  for  services. 
New  Mexico  should  not  be  treated  in  the  same  manner  as  New  York, 
Illinois,  or  California.  There  should  be  some  parity  differen- 
tial.  Some  facts  stating  the  need  in  New  Mexico: 

(1)  28.9  %,  or  almost  one  third  of  children  live  in  pover- 
ty. The  numbers  for  minority  children  and  for  those  under  five 
are    even  higher . 

(2)  New  Mexico  in  1994  paid  AFDC  to  families  on  the  basis 
of  37%  of  the  federal  poverty  level  with  very  restrictive  eligi- 

(3)  Only  eighteen  counties  in  New  Mexico  have  Project 
Forward  (the  JOBS  program)  which  is  a  training  and  education,  job 
placement  and  work  experience  program  for  AFDC  and  food  stamp 
recipients.  About  15,950  people  ar&  actively  engaged  state  wide. 
There  are  30,790  AFDC  families  and  87,620  food  stamp  families. 

(4)  There  is  a  waiting  list  of  4,200  for  child  care  for  low 
income  families  in  addition  to  only  3,000  child  care  slots  that 
were  filled  in  1994.  There  would  be  an  increased  need  for  child 
care  as  AFDC  parents  go  to  work. 

(5)  One  in  3  children  drops  out  of  school.  Few,  if  any, 
social  workers  are    available  for  help  to  families  and  children. 

(5)  On  April  1,  1995,  New  Mexico  began  Medicaid  coverage  for 
children  through  age  eighteen  and  up  to  185%  of  poverty  level. 
None  of  these  expenditures  appeared  in  1993  and  1994  figures. 

(7)  Fetal  alcohol  syndrome  babies  are  on  the  increase. 

(8)  There  were  4,504  alcoholics  treated  in  1994. 

(9)  1,420  drug  abusers  were  treated  in  .1994.  However, 
113,008  needed  services  in  both  alcohol  and  drug  groups. 

(10)  3%  of  the  population  of  New  Mexico  suffers  from  mental 
illness  or  30,000  individuals.  Of  adults  needing  care,  only 
4,000  receive  treatment.  5%  of  children  have  behavioral  problems 
and  only  30%  of  those  are  receiving  help. 
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(11)  The  number  of  developmen ta 1 ly  delayed  (DD)  children  on 
Supplemental  Social  Security  Income  (SSI)  is  now  6,440.  This 
figure  would  drop  to  1,372  under  the  proposed  legislation. 

(12)  There  is  a  growing  population  of  aged  making  up  about 
14%  of  New  Mexico's  population.  About  13.9%  of  persons  ages  65- 
74  years  old  have  one  or  more  functional  disabilities.  24.4  %  of 
those  from  ages  75-84  have  functional  disabilities.  46%  of  those 
who  are  85  and  older  have  functional  disabilities.  it  is  esti- 
mated that  about  31,500  people  need  some  help.  About  20%  of  this 
number  is  getting  help. 

(13)  Long  term  care  is  a  growing  problem.  At  this  time  New 
Mexico  has  waiver  programs  for  in  home  care  that  are  state  wide. 
People  must  be  sick  enough  for  institutional  entry  to  receive 
home  care.  There  is  a  waiting  list  for  disabled  and  elderly  of 
900  which  could  be  met  with  funding  for  1995.  However,  if  fig- 
ures from  1993  or  1994  are  used,  they  would  not  be  included. 


(14)  From  my  experience  over  a  period  of  sixty  years, 
families  and  individuals  prefer  work  to  welfare.  This  has  been 
demonstrated  over  a  long  period  of  time  from  UPA  days  to  defense 
employment  after  each  of  the  wars.  But  jobs  must  pay  a  decent 
living  wage  and  not  be  dependent  upon  food  stamps,  commodities  or 
supplemental  assistance..  Health  ^are  and  child  care  must  be 
universalis  .available^  [Jj '='       ''  <^   'x- ''-?->- ^  i/  /^   -^-ei-c^^VX-jei^  lf?7^ 


(15)   Work  projects  must  include  training  and  education  for 
jobs  in  the  future  and  changing  job  markets. 


3.  Child  Protection  block  grants  seem  to  be  better  developed 
than  other  grants.  This  is  important  to  protect  children.  Again 
a  cap  on  this  appropriation  may  be  a  problem  if  violence  contin- 
ues to  grow  and  there  are  insufficient  funds  to  provide  preven- 
tion as  well  as  treatment,  and  permanent  homes  for  children. 

Another  problem  that  may  occur  is  that  the  states  will  not  allo- 
cate sufficient  funds  for  research,  training  and  education  and  a 
continuum  of  care  in  child  welfare  services.  The  need  for  pro- 
fessional staff  has  to  be  addressed. 

In  New  Mexico,  the  number  of  reports  of  child  abuse  has  increased 
over  the  years,  and  unless  major  action  is  taken  about  violence, 
we  will  continue  to  see  children  damaged,  gang  activity  in- 
creased, and  prison  populations  increased.  74%  of  people  in 
prLsons  were  abused  as  children^   Do  we  pay  now  or  later?  Si  <i<i   O 

4.  Family  Nutrition  Block  Grants 


Nutrition  programs  are  an  important  part  of  providing  additional 
assistance  for  low  income  families.  This  is  particularly  true  of 
UIIC  that  helps  protect  low  income  pregnant  women  and  their  chil- 
dren in  the  early  years  of  life.  In  New  Mexico,  45%  of  the 
people  eligible  for  WIC  are     not  being  served  because  of  lack  of 
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funds 


Centralizing  the  administration  of  nutrition  programs  may  result 
in  better  use  of  funds. 

5.  Food  Stamp  Reform  and  Commodities  Distribution 

I  recommend  strongly  that  we  give  up  these  two  programs  and  add 
the  cash  value  to  cash  assistance  payments.  Farm  subsidies 
should  be  worked  out  with  producers  and  if  payment  is  to  be  made, 
do  so  and  do  not  complicate  assistance  by  the  farce  of  food  stamp 
programs  and  delivery  of  commodities.  I  suggest  also  that  fur- 
ther work  be  done  in  reducing  the  deficit  and  that  all  subsidies 
be  looked  at  as  well  as  welfare,  child  care  and  health  care. 

6.  Restricting  Services  for  Citizens 

Legal  immigrants  should  have  the  protection  of  government.  The 
enforcement  of  sponsors  for  five  years  may  be  justified  but 
beyond  that  government  must  take  responsibility. 


7.   Monitoring  and  Evaluation 

All  block  grants  will  require  a  system  of  monitoring  and  evalua- 
tion of  effectiveness  in  meeting  the  needs  of  families  and  chil- 
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f' 


Child  Support 


I  believe  New  Mexico  in  its  child  support  division  is  moving  in 
the  direction  of  the  intention  of  these  block  grants.  This  past 
session  revocation  of  licenses  was  passed,  and  other  activities 
are  under  way . 


In  Summa  ry  : 

1.  Block  grants  can  be  an  administrative  improvement  and  saving. 

2.  Proposals  concerning  teen  age  pregnancies,  new  births,  abor- 
tions, and  drug  and  alcohol  addicts  are  punitive,  cruel  and  inhu- 
man. Children  should  not  be  victims  of  other  peoples'  action 
including  the  government. 

3.  There  should  be  parity  in  determining  grants  to  individual 
states  based  upon  expenditures,  balanced  budgets  in  states,  need 
for  services  and  common  eligibility. 

4.  Preventive  Services  for  children  including  research,  training 
and  education  of  staff  must  be  related  to  the  growth  of  violence. 


5.  Abolish  food  stamps  and  commodities  and  provide  cash  assist- 
ance to  the  needy  and  determine  new  ways  to  subsidize  farmers, 
ranchers,  etc. 
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6.  Child  support  must  be  enforced  through  all  means. 

7.  Community  participation  in  decision  making  must  be  included. 

8.  Monitoring  and  evaluation  systems  need  to  be  developed. 

Co  r  inne  Wo  1 f e 

P.S.  I  do  not  think  we  should  undertake  tax  reductions  until  the 
deficit  is  down.  If  tax  reduction  is  adopted,  it  should  benefit 
people  below  $70,000  and  particularly  in  the  $20,000  to  $45,000 
income  group. 

Chairman  DOMENICI.  We  are  going  to  have  Secretary  Danfelser 
take  a  few  minutes  since  she  drove  in  from  Santa  Fe.  She  was  not 
scheduled  for  a  long  time,  but  she  has  arrived  now,  so  let  us  just 
do  that.  If  you  will  testify  now,  we  will  be  glad  to  hear  you  today 
on  this  issue. 

STATEMENT  OF  DOROTHY  A.  DANFELSER,  SECRETARY, 
DEPARTMENT  OF  HUMAN  SERVICES,  STATE  OF  NEW  MEXICO 

Ms.  Danfelser.  Thank  you.  Senator.  Again,  I  apologize.  I  have 
been  given  different  messages  in  terms  of  when  I  was  on  the  agen- 
da, and  now  I  am  thinking  I  am  late  and  now  maybe  I  am  early. 

Chairman  DOMENICI.  You  are  very  early. 

Ms.  Danfelser.  Well,  I  am  glad  to  be  here  and  thank  you  for 
holding  these  hearings  in  New  Mexico  for  the  benefit  of  the  citizens 
of  New  Mexico  and  the  pleasure  of  having  you  at  work  in  your 
home  State. 

Yesterday  I  spoke  regarding  H.R.  4  and  gave  not  only  my  oral 
testimony,  but  a  lengthy  written  testimony  in  terms  of  the  Depart- 
ment of  Human  Services'  position  on  H.R.  4.  Also,  I  want  to  con- 
tinue our  commitment  to  the  process  of  welfare  reform. 

Rather  than  repeating  those  comments  today,  I  thought  that  it 
would  probably  be  most  beneficial  if  I  responded  to  a  couple  of  is- 
sues that  were  raised  yesterday.  One  that  struck  me  as  most  sig- 
nificant was  that  you  had  indicated,  in  hearing  from  different  con- 
stituents and  different  agencies  and  organizations  in  New  Mexico, 
that  there  was  a  concern  that  now  that  there  was  inevitability  of 
block  grants  and  dollars  flowing  into  the  State  coffers  with  less 
mandates,  less  strings  attached,  that  there  would  be  a  leaving  out 
of  certain  individuals  in  the  decision-making  on  how  those  re- 
sources would  be  allocated. 

I  responded  in  part  yesterday  in  terms  of  this  whole  component 
of,  as  we  compete  for  limited  resources,  the  need  to  move  towards 
collaboration.  I  thought  that  the  only  way  that  I  could  respond  to 
the  concerns  expressed  to  you  was  to  make  a  commitment  to  you 
that  we  as  a  State,  in  particular  the  Human  Services  Department, 
will  be  working  throughout  the  State  in  the  development  of  the 
welfare  reform  package. 

I  might  also  stress  that  under  the  leadership  of  Governor  John- 
son, we  will  be  moving  ahead  with  welfare  reform  at  this  point  in 
time,  irregardless  of  a  particular  legislation  at  the  National  level. 
We  will  also  try  to  position  ourselves  so  that  we  are  responsive  to 
those  changes  at  the  National  level. 
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What  I  have  brought  with  me  today  again  is  the  first  page  of  my 
oral  testimony  yesterday,  and  the  three  attachments  are  where  I 
would  like  to  identify  my  comments  at  this  point. 

The  first  is  a  draft  of  the  Human  Services  Department's  strategic 
plan,  and  again,  it  is  a  draft.  We  have  just  begun  this  process  with 
my  management  team,  and  I  would  like  you  to  understand  that  we 
feel  very  strongly  about  the  involvement  throughout  the  State. 


MSO  STRATEGIC  PtAN  AnS 


DRAFT 


THE  HUMAN  SERVICES  OEPARTMEKT  RESPONOS  TO  THE  NEEDS  OF  TMOSE  TO  WHOM  WE  ARE  ACCOUNTABLE 
BY  BEING  A  PROACTIVE  ,  MTECRATEO,  ANO  FISCALLY  RESPONSIBLE  ORGANIZATION. 


THE  MISSION  OF  THE  HUMAN  SERVICES  DEPARTVENT  IS  TO  LEAD  WELFARE  REFORM  M  NEW  MEXlCa  H  ORDER  TO 
tXPEDTTE  REFORM  HUMAN  SERVICES  WILL  FORGE  PARTNERSHIPS  WITH  FAMILIES  ANO  INOIVIOUALS  TO  REPLACE 
DEPENDENCY  Wrm  SELF  SUFFK3ENCY  ANO  SELF  RELUNCE;  SERVE  VULNERABLE  POPULATIONS  TO  MEET  BASIC 
NEEDS;  REQUIRE  AND  GUARANTEE  PROGRAM  ACCOUNTABILITY:  AND.  BE  RESPONSIBLE  STEWARDS  OF  PU6LJC 
RESOURCES  BY  OPERATING  A  FISCALLY  SOUND  ORGANIZATXM. 
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While  we  are  going  to  be  requiring  families  and  individuals  to  be- 
come self-sufficient,  we  recognize  that  our  mission  is  eJso  to  ensure 
basic  needs  are  met.  We  will  accomplish  this  process  through  part- 
nerships with  families  and  individuals,  their  communities,  and 
other  agencies. 

The  goals  are  identified  there.  Not  only  do  we  have  a  responsibil- 
ity to  provide  service,  but  we  also  have  a  responsibility  to  do  it  in 
an  economical,  efficient,  and  effective  way.  So  we  will  be  doing 
some  basic  management,  basic  reorganization  wdthin  our  agency  in 
order  to  accomplish  that. 

The  second  page  of  my  handout  has  to  do  with  some  basic  guid- 
ing principles  within  which  we  will  operate.  I  think  that  I  would 
again  like  to  publicly  state  that  we  will  be  operating  under  prin- 
ciple and  that  we  will  be  going  to  the  local  areas,  listening,  having 
input  not  only  from  the  individuals  that  are  affected,  from  the  peo- 
ple that  are  providing  the  service  at  the  local  level,  and  from  those 
that  are  in  leadership  and  other  positions  at  the  local  level. 
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HSD  STRATEGIC  PLAN  4/95 


GUIDING  PRINCIPLES 

DEVELOP  PARTNERSHIPS  TO  PROMOTE  SELF-SUFFICIENCY 

We  commit  to  leading  welfare  reform  in  New  Mexico 

We  commit  to  respect  our  partners  and  partnerships 

We  commit  to  assist  individuals  in  preparing  for  gainful  employment 

We  commit  to  the  principle  that  every  individual  has  the  right  to  be  safe  from  abuse,  neglect,  and 
violence. 

PROMOTE  EXCELLENCE,  INNOVATION,  AND  PRIDE  OF  SERVICE 

We  commit  to  continuously  improve  the  environment  for  our  employees  and  partners  to  ensure  that 
each  individual  has  the  opportunity  to  reach  his/her  maximum  potential. 

We  commit  to  being  innovative,  open,  and  honest 

BE  ACCOUNTABLE 

We  commit  to  be  responsible  and  accountable  for  the  resources  entrusted  to  us 
We  commit  to  be  fair  and  flexible  with  all  stakeholders 

The  third  piece  of  my  handout  is  a  schematic.  It  is  not  my  own 
design.  It  is  something  that  I  have  borrowed  over  a  period  of  time 
from  an  individual  who  has  been  very  active  with  improving  access 
to  services  for  children.  I  would  like  to  just  use  this  as  a  concept. 
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As  I  see,  there  has  to  be  a  balance,  and  if  you  will  envision  above 
the  Governor  is  where  we  hook  in  with  the  congressional  compo- 
nent and  with  the  Federal  guidelines  or  whatever.  But  this  last 
handout  has  to  do  conceptually  with  how  we  will  manage  this 
whole  process  in  New  Mexico. 

There  has  to  be  a  balance  between  the  Governor  and  the  legisla- 
ture. They  each  will  have  their  agendas  in  terms  of  defining  their 
goals  and  their  missions,  but  the  State  agencies  have  a  responsibil- 
ity in  establishing  standards  and  establishing  a  common  data  base 
and  pooling  resources  and  monitoring  progress. 

We  have  accountability  for  dollars  regardless  if  they  come  from 
the  Federal  level  or  the  State  level.  I  would  like  to  direct  your  at- 
tention down  to  the  bottom  of  this  schematic  and  it  has  to  do  with 
the  local  communities. 
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I  have  been  involved  over  the  last  4  or  5  years  with  several  pro- 
grams that  have  worked  at  the  community  level  in  organizing  and 
developing  and  identifying  needs  and  resources  and  trying  to  de- 
velop systems  for  distribution.  I  will  continue  to  work  with  the  Ma- 
ternal and  Child  county  planning  process,  with  the  Healthier  Com- 
munities planning  process,  and  whatever  else  is  happening  at  the 
local  level. 

I  would  encourage  individuals  who  have  specific  concerns  to  meet 
with  their  county  commissioners,  with  the  municipal  leadership, 
and  other  individuals.  I  will  also  be  going  and  meeting  with  the 
legislators. 

I  can  only  give  you  my  pledge  that  this  will  take  place.  I  am 
available.  I  welcome  the  opportunity  to  make  meaningful  reform 
initiatives  for  New  Mexico,  and  I  thank  you  for  the  opportunity  to 
speak  with  you  today. 

Chairman  DOMENICI.  Thank  you  very  much.  Madam  Secretary. 

[The  prepared  statement  of  Secretary  Danfelser  follows:] 
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Testimony  on  Block  Grant  for  the  State  of  Hew  Mexico 

O.  S.  Senate  Budget  Committee  Hearing 

Returning  Decisions  to  the  State 

Chairman  Pete  V.  Donenici 

Cabinet  Secretary  Dorothy  A.  Danfelser 

Department  of  Human  Services 

State  of  Mew  Mexico 

Tuesday,  April  18,  1995 

Mr.  Chairman  and  distinguished  members  of  the  Senate  Budget 
Committee,  thank  you  for  holding  these  hearings  and  for  giving  us 
the  opportunity  to  testify  on  the  proposed  measures  for  welfare 
reform.  We  consider  it  a  privilege  and  an  honor  to  come  before 
our  Senior  Senator,  Pete  Domenici. 


The  New  Mexico  Human  Services  Department  welcomes  the  opportunity 
to  reform  the  delivery  of  welfare  benefits  in  New  Mexico  through 
implementation  of  Block  Grants.  Increased  program  flexibility 
will  enable  Human  Services  to  work  with  community  resources  to 
develop  jobs,  training  progreuns,  and  health  services  in  order  to 
prevent  the  cycle  of  poverty  from  capturing  present  and  future 
generations. 

The  Human  Services  Department  has  1500  employees  in  over  50 
offices  and  facilities  located  throughout  the  state.  New  Mexico, 
the  5th  largest  state  geographically,  has  only  1.6  million 
population  clustered  along  the  Rio  Grande  and  scattered 
throughout  the  state.  We  serve  approximately  245,000  individuals 
in  88,000  cases,  or  about  17%  of  the  New  Mexico  population, 
of  our  1.2  Billion  dollar  budget  comes  from  federal  sources. 
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Chairman  DOMENICI.  I  just  want  to  say  to  the  people  remaining 
in  the  audience,  one  of  the  big  issues  that  people  have  raised  in  the 
State  to  me  regarding  block  grants  to  the  State  is,  will  the  various 
groups  such  as  Arc,  which  is  an  advocacy  group  and  there  are  five 
or  six  or  seven  other  advocacy  groups  in  the  audience  because  they 
are  submitting  papers  to  me  and  have  asked  if  they  could  see  me 
on  other  occasions,  my  concern  was,  will  they  have  adequate  input 
into  the  formation  of  the  rules  and  regulations  regarding  block 
grants? 

So  the  Secretary  came  down  today  because  it  does  concern  me. 
I  would  not  like  the  Federal  Government,  in  an  effort  to  stream- 
line, to  then  have  to  come  along  and  dictate  precisely  how  the 
input  ought  to  take  place.  So  it  is  good  to  hear  that  the  State  will 
make  every  effort  to  get  involved  with  the  advocacy  groups  as  they 
put  the  various  block  grant  programs  together,  if  in  fact  we  pass 
them  and  the  President  signs  them.  Thanks  to  both  of  you.  It  is 
a  pleasure  to  have  you. 

The  next  panel  is  Federal  programs  such  as  school  based,  com- 
munity nutrition  programs,  and  we  have  John  Waller,  V.  Sue 
Cleveland,  Elaine  Keaton,  Anita  Ortiz,  and  Virginia  Herrera.  Can 
we  have  all  of  you  take  your  places  and  we  will  get  started  on  your 
testimony? 

We  have  some  testimony  from  the  Navajo  Area  School  Board  As- 
sociation regarding  school  lunch  programs,  and  we  are  going  to 
make  that  a  part  of  the  record  at  this  point. 

[The  prepared  statement  of  the  Navajo  Area  School  Board  Asso- 
ciation follows:] 
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Navajo  Area  School  Board  AEsociation 

April  19.  1995 

The  Navajo  Area  School  Board  Association  has  been  chartered 
by  the  Navajo  Nation  Council  to  advocate  for  the  education  needs 
of  the  Navajo  People.  NASBA  represents  the  local  Navajo  school 
governing  boards  of  51  BIA  funded  and  operated  schools  and 
dormitories  in  the  Navajo  Nation,  serving  more  than  16,000 
children. 

The  Navajo  Nation  has  a  population  of  approximately  200,000 
and  a  land  base  comparable  in  size  to  the  State  of  West  Virginia, 
located  within  the  states  of  Arizona,  New  Mexico  and  Utah.  The 
BIA  funded  school  system  within  the  Navajo  Nation  represents  the 
largest  single  concentration  of  BIA  funded  and  BIA  operated 
schools  in  the  United  States.  The  size  of  the  Navajo  Nation,  the 
presence  of  many  traditional  people  and  communities,  the 
isolation  of  many  Navajo  people  from  population  centers  and  paved 
roads  make  necessary  a  diversity  of  public  funded  school  options 
for  Navajo  children.  Nearly  a  quarter  of  all  Navajo  school 
children  attend  a  school  funded  or  operated  through  the  Office  of 
Indian  Education  Programs  within  the  BIA. 

The  system  of  BIA  funded  and  BIA  operated  schools  in  the 
Navajo  Nation,  overseen  by  local  Navajo  Community  School  Boards, 
forms  a  necessary  resource  for  the  Navajo  People  in  preparing 
their  young  people  to  live  and  work  in  the  Navajo  Nation  and  in 
the  larger  American  society  and  to  contribute  to  the  development 
and  continuity  of  the  Navajo  Nation  and  its  way  of  life.  These 
schools  are  an  essential  and  integral  part  of  the  trust 
responsibility  of  the  United  States  toward  the  Navajo  People, 
guaranteed  in  the  Treaty  of  1868  and  carried  out  through  Indian 
education  policies  and  programs  developed  between  the  government 
of  the  United  States  and  the  Navajo  Nation  and  Navajo  People. 
That  treaty,  the  highest  law  of  the  United  States  which  defines 
the  relationship  between  the  Navajo  Nation  and  the  American 
Nation,  contains  the  promise  of  the  United  States  to  provide  for 
the  education  of  Navajo  children,  including  the  provision  of 
schools  and  teachers. 

This  statement  of  the  basis  for  the  BIA  funded  school  system 
is  not  new.   Senator  Domenici,  as  a  responsive  representative  of 
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our  region  in  the  U.S.  Senate  who  has  worked  closely  with  the 
Navajo  Nation  for  many  yeare  is  familiar  with  the  relationship 
of  trust  which  exists  between  the  United  States  and  the  Navajo 
Nation.  We  restate  the  relationship,  however,  because  it  is  so 
important  that  this  understanding  be  communicated  to  the  many  new 
members  of  the  Congress  who  are  not  familiar  with  the  Navajo 
Nation  or  other  American  Indian  nations  and  who  may  not  have  had 
the  time  to  fully  understand  the  concept  of  "trust 
responsibility"  before  becoming  a  member  of  Congress. 

NASBA  urges  Senator  Doraenici  to  share  with  the  new  members 
of  the  Congress  what  you  know  about  the  unique  situation  of  the 
Navajo  Nation  and  to  raise  the  understanding  in  the  Congress 
about  the  special  relationship  between  the  government  of  the 
United  States  and  American  Indian  nations.  It  is  important  to 
stress  to  these  new  national  leaders  that  the  trust  relationship 
between  the  United  States  and  Indian  nations  is  a  direct 
responsibility  of  the  National  government  of  the  United  States. 
In  the  new  atmosphere  which  stresses  a  return  to  the  states  of 
more  programs  and  government  services,  it  is  essential  to 
recognize  that  the  trust  responsibility  has  always  existed  as  a 
Federal  responsibility  which  cannot  be  delegated  to  the  states. 

We  are  particularly  concerned  that  the  Congress  understand 
that  the  funding  of  schools  in  the  BIA  system  is  primary  funding, 
the  basic  dollars  needed  to  operate  school  programs,  pay 
teachers,  maintain  facilities,  operate  school  buses.  These 
school  operation  and  related  dollars  do  not  supplement  some  other 
effort.  Therefore,  a  cut  in  these  dollars,  erodes  the  basic  per 
pupil  expenditure  in  the  BIA  funded  system.  It  is  critical  to  the 
success  of  BIA  funded  schools  in  educating  our  children  that  they 
have  comparable  dollars  to  spend  on  the  education  program  of  each 
child  as  do  the  public  schools  of  the  states. 

The  Navajo  Nation  covers  nearly  25,000  square  miles.  Many 
of  our  people  live  in  areas  which  are  not  served  by  paved  roads. 
Many  of  our  rural  people  lack  electricity,  running  water  and 
other  utilities.  Because  of  this  isolation  factor  and  the  special 
needs  of  certain  of  our  children  whose  family  life  is  troubled, 
it  is  necessary  within  the  BIA  funded  system  to  operate  boarding 
schools  as  well  as  day  schools,  to  operate  dormitory  programs  in 
connection  with  day  schools  or  public  schools.  These  boarding 
programs  are  a  necessary  safety  net  for  our  children,  providing  a 
secure  environment  where  they  can  attend  school,  participate  in 
extracurricular  activities,  sit  at  a  lighted  desk  and  do  homework 
and  in  general  enjoy  a  supportive  educational  experience.  It  is 
essential  that  the  funding  for  residential  programs  and 
dormitories  associated  with  BIA  funded  and  operated  schools  be 
maintained  at  a  high  enough  level  to  make  these  residential 
settings  secure  and  positive  places  for  children  to  live  while 
they  attend  school.  It  is  essential  that  funds  support  home  and 
school  coordination. 
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The  ISEP  dollars  which  fund  BIA  education  pay  both  for  the 
operation  of  the  education  program  and  the  operation  of  the 
residential  program.  These  two  purposes  must  be  distinguished 
when  comparing  funding  of  weighted  student  units  in  the  BIA 
system  and  per  pupil  expenditures  in  the  public  school  systems. 
What  is  needed  is  comparable  per  pupil  funding  for  the  classroom 
education  of  our  children  and  adequate  funding  for  the 
residential  program  of  those  students  requiring  dormitory  living 
while  they  attend  school.  ISEP  dollars  must  be  analyzed  in  terms 
of  their  adequacy  to  meet  both  sets  of  needs. 

Another  unique  concern  of  education  in  the  Navajo  Nation  as 
in  other  American  Indian  nations  is  the  need  to  protect,  preserve 
and  pass  on  to  the  next  generation  the  unique  language,  culture, 
history  and  way  of  life  which  we  share  as  Dinah.  This,  too,  is 
part  of  the  trust  between  the  Navajo  People  and  the  government  of 
the  United  States.  Navajo  people  have  embraced  the  school  house 
as  a  place  where  our  children  will  spend  many  hours  of  many  weeks 
for  some  of  the  most  influential  years  of  their  lives  to  learn 
the  skills  and  gain  the  understanding  that  they  will  need  to  be 
productive  and  responsible  adults.  For  many  years  the  school 
house  has  taught  our  children  to  be  productive,  loyal 
contributors  to  the  larger  American  society.  Our  proud  history 
of  service  to  the  United  States  in  the  armed  services  and  the 
accomplishments  of  our  educated  professionals  demonstrate  how 
strong  is  this  achievement. 

Now,  however,  we  ask  the  that  the  school  house  also  prepare 
our  young  people  for'  their  participation  in  the  life  of  their 
Navajo  Nation.  The  schools  where  our  children  spend  so  much 
productive  time  must  assist  us  in  maintaining  and  enhancing  their 
knowledge  and  use  of  the  Navajo  language,  teaching  them 
appreciation  of  the  Dine'  way  of  life  and  a  respect  for  our 
elders  and  traditional  people  who  have  held  this  way  of  life 
intact  through  so  much  traumatic  change,  preparing  them  to  accept 
the  responsibilities  of  Navajo  citizenship.  Programs  of 
bilingual  education  must  continue  to  receive  financial  support. 
Dollars  must  be  put  into  a  curriculum  development  process  guided 
by  Navajo  people.  Goals  for  BIA  education  and  for  education  of 
American  Indian  children  generally  must  integrate  the  priorities 
established  by  American  Indian  nations  and  Native  American  people 
themselves.  The  spiritual  foundations  of  our  strength  as  a 
people  must  be  reflected  in  the  education  which  we  provide  for 
our  children. 

In  this  regard,  we  ask  our  distinguished  Senator  to  assist 
us  in  reversing  some  disturbing  trends  in  the  Congress  and  in 
supporting  our  efforts  to  build  appropriate  educational  programs 
for  our  children.  In  particular,  we  ask  Senator  Domenici  to  work 
in  the  Senate  to  restore  funds  identified  for  rescission  which 
are  needed  for  bilingual  education,  funds  set  for  rescission 
which  would  allow  further  development  of  Goals  2000  priorities, 
funds  set  to  be  cut  from  the  ISEP  formula,  funds  cut  from  the  now 
eliminated  safe  and  drug  free  school  allocation.   We  further  ask 
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your  help  in  assuring  that  funds  restored  for  this  fiscal  year 
are  not  eliminated  or  substantially  reduced  in  the  FY  1996 
budget. 

We  ask  that  the  budget  make  sufficient  room  for  our  schools 
so  that  the  appropriation  process  can  allocate  budget  dollars  to 
maintaining  and  improving  our  schools.  We  ask  you  to  explore 
with  us  a  way  in  which  the  funding  for  schools  educating  American 
Indian  children  could  be  protected  from  the  uncertainties  of 
changing  Federal  priorities  so  that  we  can  plan  for  our 
children's  education  with  confidence  that  the  basic  program 
dollars  will  be  there  to  meet  their  needs. 

NASBA  is  greatly  concerned  about  proposals  to  substantially 
reduce  funding  and  eligibility  for  Aid  to  Families  with  Dependent 
Children  and  funding  directly  available  to  schools  for  school 
breakfasts  and  lunches.  The  children  we  serve  come  from  some  of 
the  poorest  families  in  the  United  States.  Our  schools  cannot 
provide  an  effective  education  to  children  who  are  hungry,  poorly 
clothed,  living  in  unsanitary  conditions.  Our  boarding  schools 
may  face  substantial  increases  in  enrollment  if  families  are  cut 
off  from  the  resources  to  care  for  their  children  at  home.  The 
AFDC  program  is  not  part  of  the  Indian  education  budget.  It  is, 
however,  part  of  the  Indian  education  reality.  Certainly,  if 
reductions  are  made  in  AFDC  funding  and  eligibility  criteria  are 
tightened,  it  will  be  necessary  to  increase  funding  for  our 
boarding  schools  to  meet  the  needs  of  the  children  who  will  come 
to  our  door. 

We  also  urge  Senator  Domenici  to  help  us  carry  the  message 
to  the  new  Congress  about  the  struggle  of  American  Indian  people 
to  preserve  and  restore  our  traditional  languages.  We  are 
concerned  that  the  "English  Only"  mentality  gaining  ground  in  the 
Congress  is  looking  at  the  situation  of  urban  American  and 
failing  to  understand  the  situation  of  American  Indian  nations 
which  seek  to  preserve  their  historical  languages.  With  us  the 
issue  is  not  only  where  the  Navajo  language  will  be  taught  but 
how  to  assure  that  the  Navajo  language  continues  to  exist  as  a 
spoken  language. 

The  languages  of  Europe  and  Asia  will  continue  in  their 
nations  of  origin  no  matter  what  the  United  States  decides  about 
its  own  language  policy.  The  languages  of  American  Indian  people 
exist  in  our  homelands  or  nowhere  on  earth.  We  urge  you  to  take 
a  lead  in  forging  policies  at  the  level  of  the  U.S.  Congress  that 
support  the  language  preservation  and  language  development  goals 
of  the  Navajo  people  and  other  Native  American  peoples. 

We  express  our  appreciation  to  Senator  Domenici  for  taking 
the  time  to  meet  with  us  and  to  hear  our  concerns.  In  your  many 
years  of  service  as  Senator  from  New  Mexico  you  have  consistently 
listened  to  us,  worked  with  us,  and  shown  your  concern  for  our 
children.  Now  we  ask  your  help  in  presenting  our  story  to  your 
new  colleagues  in  the  Congress. 
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Chairman  Domenici.  We  are  going  to  pass  out  to  you  pieces  of 
paper  that  says  United  States  Senate  Budget  Committee  questions. 
If  you  will  print  in  your  question,  your  name  and  address,  we  will 
get  you  back  a  written  answer  within  2  weeks.  So  if  you  get  those 
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running  through  here,  please  make  sure  we  get  them  back.  We  will 
try  our  best  to  get  them  answered. 

John,  would  you  lead  off,  please? 

Mr.  Waller.  Yes,  sir. 

Chairman  DOMENICL  And  redefine  for  everyone  what  you  do. 
Nice  to  have  you  here. 

STATEMENT  OF  JOHN  WALLER,  EBT  PROJECT  MANAGER 
(FOOD  STAMPS),  DEPARTMENT  OF  HUMAN  SERVICES,  STATE 
OF  NEW  MEXICO 

Mr.  Waller.  I  am  John  Waller.  I  am  with  the  New  Mexico 
Human  Services  Department.  I  am  the  Director  of  the  Electronic 
Benefits  Transfer  Project. 

Chairman  DOMENICL  Did  you  all  get  that?  Electronic— what? 

Mr.  Waller.  Electronic  Benefits  Transfer  or  EBT  is  the  acro- 
nym. 

Chairman  Domenicl  That  started  in  Albuquerque,  one  of  the 
two  pilots  in  the  country,  so  now  it  is  progressing  rather  well  and 
the  Nation  is  taking  cognizance  of  it.  Go  ahead. 

Mr.  Waller.  Electronic  Benefits  Transfer  is  an  electronic  benefit 
delivery  system  which  replaces  Food  Stamp  Program  coupons  and 
the  paper  warrant  used  to  pay  recipients  of  Aid  to  Families  with 
Dependent  Children,  or  AFDC,  and  other  cash  entitlement  pro- 
grams. 

New  Mexico  has  been  delivering  food  stamps  and  AFDC  via  the 
EBT  system  since  August  of  1990,  and  Bernilillo  County  is  part  of 
a  federally-sponsored  demonstration.  The  New  Mexico  EBT  system 
design  piggy-backs  upon  the  existing  commercial  point  of  sale,  or 
POS,  and  ATM  infrastructure  utilizing  a  local  bank  as  the  EBT 
contractor. 

New  Mexico  is  now  expanding  the  EBT  delivery  system  State- 
wide based  upon  the  success  of  the  pilot.  Results  of  the  New  Mexico 
pilot  are  documented  in  a  June  1993  report  published  by  the  USDA 
Food  and  Nutrition  Service.  This  report  finds  that  all  stakeholders 
benefit  from  EBT. 

First,  for  State  and  the  Federal  Government,  we  have  achieved 
greater  administrative  control  and  efficiency,  we  have  reduced  costs 
for  benefit  delivery,  and  specifically  that  is  about  97  cents  a  case 
month.  While  that  may  not  sound  like  much,  that  translates  to 
about  $2.6  million  annually  here  in  Bernilillo  County. 

Finally,  and  I  think  most  significantly,  we  have  reduced  fraud 
and  abuse  in  the  Food  Stamp  Program  by  75  percent.  Many  people 
bill  EBT  as  a  fraud-proof  benefit  delivery  system;  it  is  not.  It  is  not 
perfect,  but  it  does  dramatically  reduce  fraud  and  abuse,  specifi- 
cally trafficking  and  diversion  in  the  program. 

The  second  stakeholder  is,  of  course,  the  benefit  recipients.  They 
have  found  EBT  more  convenient  and  secure  as  a  delivery  system, 
and,  in  fact,  here  in  Albuquerque,  client  preference  is  measured  at 
29  to  1  in  preference  of  EBT  over  the  food  stamp  coupon. 

Of  course,  we  cannot  do  EBT  without  involving  the  other  stake- 
holders, and  the  most  important  stakeholder  in  benefit  delivery  are 
the  food  retailers.  Food  retailers  have  found  EBT  more  efficient 
and  that  it  reduces  their  cost.  Specifically,  they  have  found  that 
there  is  a  reduction  of  $3.98  per  $1,000  in  coupons  redeemed  for 
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each  retailer.  Retailer  preference  here  in  Bernilillo  County  is  meas- 
ured at  seven  to  one  for  EBT  over  coupons. 

The  last  stakeholder  then  are  the  banks  and,  of  course,  banks 
are  trying  very  hard  to  promote  electronic  banking  and  get  away 
from  paper-based  systems.  Banks  have  found  that  likewise,  that 
EBT  is  more  efficient  and  that  it  reduces  their  handling  costs. 

EBT  is  not  perfect.  It  does  have  problems,  but  I  will  tell  you  that 
the  positive  benefits  of  EBT  far  outweigh  the  negatives. 

EBT  is  a  dramatic  step  forward  for  the  Food  Stamp  Program.  If 
EBT  is  to  be  successfully  deployed  nationwide,  it  is  important  that 
the  process  be  carefully  planned  and  that  all  the  stakeholders  have 
input  into  the  process.  This  includes  coordination  by  the  Federal 
agencies  and  input  from  the  States. 

By  the  way,  that  does  not  always  happen  right  now.  Let  me  just 
say  also  that  it  was  not  hard  to  improve  upon  the  food  stamp  cou- 
pon. Trafficking  in  this  country  in  the  Food  Stamp  Program  is  a 
serious  problem,  and  with  EBT,  it  was  very  easy  for  it  to  help. 

I  think  in  terms  of  our  perspective,  if  you  look  at  it,  I  believe  the 
last  numbers  I  heard  were  $25.8  billion  annually  in  food  stamp  ex- 
penditures. If  you  look  at  it  from  a  national  standpoint,  the  Federal 
Government  is  effectively  printing  two  forms  of  currency.  We  are 
printing  food  stamp  coupons  and  we  are  printing  greenbacks,  and 
I  just  do  not  see  how  that  can  continue.  So  EBT  is  one  solution  to 
putting  a  halt  to  that. 

There  are  three  barriers  to  nationwide  deployment  that  I  would 
like  to  bring  to  your  attention  this  morning.  The  first  is  Regulation 
E.  Regulation  E  is  a  portion  of  the  Electronic  Funds  Transfer  Act, 
and  specifically  it  provides  consumer  protections  to  citizens  that 
use  plastic  cards. 

Reg  E  is  going  to  require  that  the  States  be  liable  for  loss  even 
in  the  cases  of  gross  client  negligence.  This  affords  clients  protec- 
tions that  are  well-beyond  those  required  by  Federal  agencies  ad- 
ministering the  Food  Stamp  Program  and  AFDC  Program. 

The  Federal  Reserve  Board  has  ruled  that  Regulation  E  will 
apply  to  EBT  systems  effective  April  1997.  This  has  thrown  a  real 
wet  blanket  over  States  planning  to  do  EBT  because  basically,  the 
Federal  Government  is  taking  none  of  the  risks  and  gaining  most 
of  the  benefits.  So  many  States  have  postponed  their  plans  to  go 
to  an  EBT  System. 

Chairman  DOMENICI.  That  is  going  to  be  changed. 

Mr.  Waller.  Good. 

Chairman  DOMENICL  There  is  a  bill  running  through  Banking 
right  now  that  is  going  to  create  the  exception  and  I  am  positive 
it  is  going  to  pass. 

Mr.  Waller.  Right.  And  by  the  way,  we  are  very  appreciative  of 
your  support  for  the  Lieberman  Bill  which  you  are  referring  to. 

Last,  let  me  just  say  that  States  believe  that  clients  should  be 
accountable  for  their  own  actions,  as  £my  citizen,  and  there  is  just 
no  way  that  States  can  absorb  the  administrative  costs  of  Regula- 
tion E,  albeit  the  actual  losses  of  benefits. 

Last,  while  States  understand  that  the  Federal  Government  has 
to  impose  a  cap  on  the  cost  of  administering  Reg  E,  and  that  we 
do  not  want  to  go  to  an  EBT  System  if  the  cost  of  EBT  exceeds  the 
cost  of  current  benefit  delivery  systems,  i.e.,  in  New  Mexico,  mail- 
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ing  food  stamps;  nevertheless,  the  Federal  agencies  really  are  not 
treating  the  States  fairly  in  terms  of  comparing  costs.  We  are  com- 
paring apples  and  oranges  many  times. 

In  other  words,  we  are  throwing  in  things  that  are  administra- 
tive costs  for  redemption  and  not  issuance.  We  need  to  compare  the 
cost  of  mailing  food  stamps  to  placing  benefits  electronically  into 
the  account  and  the  clients  using  them. 

Most  specifically  are  the  costs  involving  retailer  investigations. 
EBT  has  done  a  lot  to  find  fraud  and  abuse  in  the  retail  commu- 
nity, the  trafficking  which  hurts  the  program,  but  the  costs  of  that, 
and  an  EBT  has  to  be  right  in  the  middle  of  that,  but  the  costs  of 
that  have  nothing  to  do  with  benefit  delivery.  They  are  program 
administration  and  we  need  to  remove  those  costs  from  it. 

Finally,  the  Federal  agencies  have  been  reluctant  to  consider  in- 
direct costs  and  provide  a  value  for  cost  avoidance  that  EBT  has 
accomplished.  So  we  are  really  at  a  disadvantage  right  now. 

The  third  thing  I  would  like  to  bring  to  your  attention  is  simply 
the  fact  that  there  are  changing  roles  in  the  Food  Stamp  Program 
because  of  EBT.  There  is  a  tendency  to  try  to  fit  a  square  peg  in 
a  round  hole  at  this  point.  Existing  rules  and  regulations  do  not 
always  apply,  so  we  simply  cannot  afford  to  do  that. 

Thank  you. 

Chairman  Domenici.  Thank  you.  You  got  in  before  the  red  light. 

[The  prepared  statement  of  Mr.  Waller  follows:] 
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Electronic  Benefits  Transfer  (EBT)  is  an  electronic  benefit 
delivery  system  which  replaces  Food  Stamp  Program  coupons  and  the 
paper  warrant  used  to  pay  recipients  of  Aid  to  Families  with 
Dependant  Children  (AFDC)  and  other  cash  entitlement  programs. 
New  Mexico  has  been  delivering  Food  Stamps  and  AFDC  via  the  EBT 
system  since  August  1990  in  Bernalillo  County  as  part  of  a 
federally  sponsored  demonstration.  The  New  Mexico  EBT  system 
design  "piggy-backs"  upon  the  existing  commercial  Point-of-Sale 
(POS)  and  ATM  infrastructure  utilizing  a  local  bank  as  the  EBT 
contractor. 

New  Mexico  is  now  expanding  the  EBT  delivery  system  statewide  based 
upon  the  success  of  the  pilot.  Results  of  the  New  Mexico  EBT  pilot 
are  documented  in  a  June  1993  report  published  by  the  USDA  Food  and 
Nutrition  Serviced  This  report  finds  that  all  stakeholders  benefit 
from  EBT: 

1)  State  and  Federal  government  benefit  from: 

*  Greater  administrative  control  and  efficiency 

*  Reduced  costs  for  benefit  delivery 

*  A  75%  reduction  in  fraud  aind  abuse 

2)  Program  recipients  find  EBT  more  secure  and  convenient 

*  Client  preference  for  EBT  is  29  to  1  over  coupons 

3)  Food  retailers  find  EBT  nore  efficient  and  re'luce  costs: 

*  EBT  saves  $3.98  per  $1,000  In  Food  Stamps  redeemed 

*  Retailer  preference  for  EBT  is  7  to  1  over  coupons 

4)  Banks  find  that  EBT  is  more  efficient  and  reduces  costs 

While  not  perfect,  the  positive  benefits  of  £BT  far  outweigh  the 
problems.  EBT  Is  a  dramatic  step  forward  for  the  Food  Stamp 
Program.  If  EBT  Is  to  be  successfully  deployed  nationwide,  it  is 
important  that  the  process  be  carefully  planned  and  that  all 
stakeholders  have  input  into  the  process.  This  Includes 
coordination  by  all  Federal  agencies  and  input  from  the  States. 


'Tllfi State-Tnitlatad   EBT   Damonatratlons  ;     Their Design. 
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There  are  three  barriers  to  nationwide  deployment  of  EBT: 

1)  Regulation  E  (Electronic  Funds  Transfer  Act) 

*  Reg  E  requires  the  states  to  be  liable  for  loss  even  in 
cases  of  gross  client  negligence.  This  affords  client 
protections  well  beyond  Federal  raqniirejoents  for  Food 
Stamp  coupons  or  XFDC  checks. 

*  The  Federal  Reserve  Board  has  ruled  that  Regulation  E 
shall  apply  to  EBT  effective  April  97. 

*  Many  States  have  delayed  EBT  plans  because  of  the  unXnown 
costs  of  Reg  E.  The  Federal  agencies  have  said  that  all 
liability  rest  with  the  States. 

*  States  believe  that  clients  should  be  responsible  for 
their  actions  and  that  administration  of  Reg  £  nay  cost 
as  much  as  the  actual  loss. 

2)  Federal  cap  on  administrative  costs 

*  While  States  understand  the  Federal  requirement  to  cap 
Federal  expenditures  at  the  current  administrative  cost 
for  benefit  delivery*  Federal  Agencies  are  not  comparing 
costs  equitably; 

a)  Redemption  costs  are  being  included  with  issuance 
administrative  costs. 

b)  The  costs  of  supporting  retailer  investigations. 

c)  Federal  reluctance  to  consider  indirect  coats  and 
to  accept  the  value  of  cost  avoidance. 

3)  Failure  to  recognize  changing  roles  between  State  and 
Federal  government  in  the  Food  Stamp  Program.  Traditionally, 
States  EBT  have  determined  recipient  eligibility  and  issued 
the  coupons  while  the  Food  and  Consumer  Service  has  managed 
the  retailer  side  of  the  Program.  Under  an  EBT  system  the 
State  is  now  in  the  grocery  store  deploying  POS  terminals  and 
interacting  with  the  retailer.  The  State  now  controls  the  EBT 
data  base  and  must  be  an  Integral  part  of  fraud 
investigations.   Responeibility  and  authority  is  unclear. 

Chairman  DOMENICI.  Might  I  just  give  you  a  httle  anecdote 
about  using  something  Hke  our  credit  cards  for  this  program?  Bill 
Hoagland,  the  staff  director  of  the  Budget  Committee,  is  an  agricul- 
tural economist  and  now  he  has  to  be  an  economist  for  the  whole 
span  of  things. 

He  was  at  the  Department  of  Agriculture  just  before  he  came 
over  to  the  Senate,  and  when  he  came  over,  he  suggested  that  a 
pilot  program  in  this  area,  we  should  push  it  and  get  it  started. 
That  is  why  we  got  it  here  in  Albuquerque.  He  gave  me  the  idea 
and  we  got  either  the  first  or  the  first  out  of  two. 

Mr.  Waller.  The  first  of  two,  yes,  sir. 

Chairman  DOMENICL  And  you  are  doing  very  well  and  please 
keep  us  posted.  I  am  positive  that  Congress  is  expecting  to  make 
sure  we  do  not  do  anything  to  impede  the  progress  of  this  as  we 
change  the  delivery  systems  in  whatever  way  we  are  going  to 
change  them.  So  it  is  important  that  we  know  it  is  working  and 
what  the  pitfalls  are. 

Mr.  Waller.  Thank  you. 
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Chairman  Domenici.  Let  us  go  to  the  Superintendent  of  Rio  Ran- 
cho  Schools,  Sue  Cleveland.  Thank  you  so  much  for  coming.  I  have 
not  seen  you  in  a  few  months.  I  read  about  your  school  system  and, 
even  though  it  is  a  big  struggle,  I  hope  it  is  gratifying  and  that 
things  are  moving  ahead  as  you  planned. 

Dr.  Cleveland.  They  are,  we  are  doing  well.  Thank  you. 

STATEMENT  OF  V.  SUE  CLEVELAND,  ED.D.,  SUPERINTENDENT 
OF  SCHOOLS,  RIO  RANCHO  PUBLIC  SCHOOLS,  STATE  OF 
NEW  MEXICO 

Ms.  Cleveland.  I  appreciate  the  invitation  to  address  you  this 
morning,  and  I  would  like  you  to  know  I  am  not  an  expert  in  food 
services.  However,  I  do  bring  the  perspective  of  a  practicing  super- 
intendent. I  have  worked  in  three  States  and  I  find  the  commonal- 
ity of  food  service  problems  pretty  much  the  same  everywhere. 

I  think  it  is  important  that  we  note  positive  aspects  of  the  cur- 
rent nutrition  programs.  As  with  all  programs,  there  are  certainly 
areas  that  can  be  improved.  There  are  important  functions  to  be 
performed  at  the  Federal,  State  and  local  level,  and  an  equitable 
balance  needs  to  be  established  among  the  three. 

I  personally  feel  strongly  that  the  closer  decision-making  is  to  the 
customer,  the  more  effective  the  service.  A  need  exists  for  greater 
flexibility  to  improve  quality  and  to  meet  local  needs. 

As  we  look  at  the  deficit-reduction  issue,  nutrition  programs  have 
been  one  of  the  more  effective  and  one  of  the  better  managed  Fed- 
eral programs.  Learning  without  proper  nutrition  is  difficult  for 
children,  and  nationwide  we  have  done  a  good  job  in  feeding  chil- 
dren through  this  program. 

But  all  programs  can  be  more  effective  and  more  efficient,  and 
we  do  have  limited  resources.  The  following  areas  need  to  be  con- 
sidered for  improving  food  service  programs. 

The  first  area  is  paperwork  reduction.  There  is  certainly  a  need 
for  less  paperwork,  and  this  can  be  accomplished  without  a  loss  of 
service  or  accountability.  We  are  currently  contracting  our  food 
services  through  a  private  company.  The  district  finds  there  is  a  lot 
of  duplication  of  work  for  the  food  service  company  and  the  schools 
and  that  adds  to  the  administrative  costs  of  operating  the  Food 
Service  Program. 

The  second  area  is  the  need  for  streamlining  of  regulations.  As 
programs  grow,  regulations  grow  and  the  bureaucracy  grows  to 
support  them  both.  When  our  district  was  formed  in  1994,  the 
State  Board  of  Education  in  New  Mexico  ordered  all  cafeteria 
equipment  be  left  in  the  existing  schools.  What  was  believed  to  be 
a  simple  matter  was  complicated  by  USDA  regulations  that  stated 
that  equipment  belonged  to  the  food  service  authority  that  pur- 
chased it.  This  regulation  made  sense  in  the  normal  operation  of 
a  food  service  program,  but  it  did  not  make  any  sense  when  a  new 
district  was  being  created.  There  was  just  a  total  lack  of  concern 
and  flexibility  with  the  USDA  to  address  the  needs  of  our  school 
system. 

There  is  a  Federal  requirement  for  monitoring  people  who  indi- 
cate zero  income  on  their  free-reduced  meal  application.  If  a  person 
puts  he  or  she  has  $10  a  month  coming  in,  then  you  accept  that 
at  face  value.  However,  if  there  is  a  zero,  you  have  a  complex  sys- 
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tern  of  monitoring  that  person.  We  spend  lots  of  time,  money,  and 
effort,  in  monitoring  such  applications.  It  does  not  seem  to  be  time 
or  money  well  spent. 

The  third  area  of  concern  is  the  streamlining  of  governance.  It 
is  my  understanding  that  the  State  may  assume  greater  respon- 
sibilities for  meal  programs.  There  are  two  concerns  I  have  related 
to  this  proposal. 

How  much  control  will  and  can  the  State  government  give  to  the 
State?  We  definitely  do  not  want  and  do  not  need  another  layer  of 
governance  which  results  in  further  duplication  of  efforts,  increased 
administrative  costs,  and  less  revenue  at  the  local  level. 

If  we  are  going  to  let  go  at  the  Federal  level,  we  need  to  do  that 
and  let  the  State  assume  responsibility.  We  do  not  need  to  create 
twice  the  work  for  schools. 

Second,  it  is  important  to  note  that  State-level  control  does  not 
automatically  translate  into  school  and  community-based  flexibil- 
ity. Serious  efforts  must  be  made  to  insure  that  flexibility  does  fil- 
ter down  to  the  local  district. 

Third,  an  analysis  of  the  system  of  commodities  is  needed.  Com- 
modities have  always  been  a  major  part  of  school  nutrition  pro- 
grams. Districts  receive  notice  on  Friday  for  commodities  available 
on  Tuesday.  Since  menus  must  be  published  a  month  in  advance, 
this  procedure  delays  the  use  of  commodities  from  1  to  2  months. 
Space  and  refrigeration  is  required  which  translates  into  consider- 
able costs. 

The  last  area  isthe  need  for  consolidation  of  regulations.  There 
are  several  different  programs  that  deal  with  food  services.  The 
regulations  need  to  be  consistent,  they  need  to  be  consolidated,  and 
they  need  to  be  succinct.  A  change  in  this  area  would  definitely  re- 
sult in  increased  efficiency  and  cost  savings. 

Looking  at  the  organizational  structure  of  the  Food  Service  Pro- 
gram, there  are  three  areas  I  would  like  to  address.  The  first  is  pri- 
vatization. The  ability  to  use  a  private  contractor  is  an  important 
option  that  should  be  available  to  school  districts.  It  is  certainly  not 
the  best  option  for  all  districts,  but  it  is  for  some. 

There  are  varying  levels  of  support  for  private  entrepreneurship 
within  the  Federal  Government.  Regulations  seem  to  favor  in-dis- 
trict  programs.  This  is  a  minor  example,  but  it  is  one  that  has  been 
an  irritant  to  us. 

Schools  operate  snack  bars  as  a  means  of  supplementing  their 
programs,  and  snack  bars  are  often  operated  by  parent  organiza- 
tions or  student  organizations.  A  commission  can  be  earned  by 
these  organizations  when  the  district  operates  a  non-profit,  in- 
house  program,  but  this  is  not  allowed  when  the  district  contracts 
with  private  companies. 

When  we  talk  about  roles,  there  is  an  important  role  for  the  Fed- 
eral Government  to  play  in  food  service  programs.  For  example  the 
establishment  of  national  nutritional  standards  seems  valuable  and 
appropriate. 

States  do  not  need  to  spend  the  time  and  money  to  reinvent  the 
wheel,  and  there  is  limited  access  to  nutritional  research.  General 
guidelines  serve  a  useful  purpose. 

The  number  of  students  on  free  and  reduced  lunches  are  used  to 
determine   funding  allocations   for  various   educational   programs 
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and  for  grants.  If  program  and  grant  eligibility  is  determined  by 
the  number  of  students  receiving  free  and  reduced  lunch,  then 
some  national  consistency  is  needed. 

When  you  review  State  and  local  roles,  more  local  autonomy 
would  be  helpful.  For  example,  meal  patterns  need  to  be  revised. 
Some  Federal  requirements  just  do  not  make  a  lot  of  sense. 

For  example,  milk  can  be  used  as  a  protein,  but  yogurt  cannot. 
It  would  seem  to  me  that  this  type  of  decision  could  best  be  made 
at  the  local  level.  Progress  has  been  made  in  allowing  greater  meal 
variety  for  States  and  regions  and  this  trend  should  be  continued. 

It  is  important  that  parents  be  involved  in  the  School  Lunch  Pro- 
gram. They  need  to  support  the  educational  activities  that  the 
school  is  encouraging. 

Parents  are  interested  in  having  input  on  things  like  variety,  fat 
content,  sodium  content,  and  meals  that  address  the  needs  of  spe- 
cial children.  I  do  not  believe  there  is  much  meaningful  involve- 
ment beyond  the  local  district  level. 

I  would  like  to  briefly  talk  about  proposed  block  grants.  They 
have  generated  a  lot  of  discussion  in  this  State.  I  personally  want 
as  much  flexibility  as  possible  to  utilize  funds  in  my  district. 

As  local  educators,  it  seems  everybody  ki  ews  how  to  operate  our 
schools  better  than  we  do.  Sometimes  this  view  is  frustrating  for 
us.  If  block  grants  will  enable  us  to  have  more  local  autonomy,  that 
is  positive. 

Specific  proposals  related  to  this  issue  will  hopefully  warrant 
your  consideration.  One  area  of  concern  is  capped  entitlements. 
New  Mexico  is  a  growing  State.  Rio  Rancho  is  one  of  the  fastest 
growing  cities  in  the  United  States. 

What  provisions  will  be  made  for  high  growth  areas?  In  New 
Mexico,  districts  receive  operational  funds  on  the  40th  day  of  en- 
rollment. Any  growth  occuring  after  the  40th  day,  the  district  ab- 
sorbs the  costs.  For  a  fast-growing  district  like  Rio  Rancho,  that  is 
very  difficult. 

Chairman  DoMENici.  Would  you  make  that  statement  again, 
please? 

Ms.  Cleveland.  Pardon? 

Chairman  DOMENICL  State  that  statement  again,  please. 

Ms.  Cleveland.  We  are  funded  for  the  year  on  the  40th  day  en- 
rollment count. 

Chairman  DOMENICL  I  have  got  you. 

Ms.  Cleveland.  And  if  we  end  up  with  250,  300,  500  more  chil- 
dren by  the  end  of  the  year,  it  is  basically  our  tough  luck.  I  see 
the  same  kind  of  potential  problem  for  food  services  in  fast-growing 
districts  if  we  have  a  capped  entitlement. 

Chairman  Domenicl  And  it  could  come  up  on  all  the  programs 
you  get  from  the  Federal  Government  and  the  State  both,  right? 

Ms.  Cleveland.  Yes. 

Chairman  Domenicl  We  have  to  account  for  growth  somewhere 
in  these  formulas. 

Ms.  Cleveland.  Absolutely,  we  somehow  need  to  address  that 
issue.  With  a  capped  entitlement,  how  do  you  deal  with  those 
States  that  are  growing.  New  Mexico  is  growing  fast,  so  is  Nevada 
and  Arizona. However,  there  are  other  States  that  are  not  growing 
at  all.  If  we  have  a  capped  entitlement,  how  will  that  be  built  in? 
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Chairman  DOMENICI.  Yesterday,  we  addressed  the  issue  in  Santa 
Fe  of  growth  in  any  of  these  formulas  for  block  grants,  and  obvi- 
ously, it  is  important  that  we  try  to  build  some  flexibility  into  the 
funding  so  that  part  of  the  block  will  be  left  discretionary  at  the 
National  level  to  go  more  to  States  with  growth  and  less  to  States 
with  none.  A  piece  of  the  grant  would  have  to  be  in  that  mode. 

We  did  not  address  it  as  to  schools  specifically,  but  Rio  Rancho 
is  clearly  a  living  example  of  you  are  going  to  off  a  pretty  healthy 
percent  if  you  block  something  for  3  or  4  years,  right? 

Ms.  Cleveland.  Yes, 

Chairman  Domenicl  You  have  got  to  have  some  flexibility  for 
the  growth  you  have  just  described.  Has  that  been  going  on  for  a 
few  years  and  do  you  project  it  to  continue,  this  growth  in  your 
school  enrollment? 

Ms.  Cleveland.  We  are  projecting  continued  growth.  New  Mex- 
ico State  University  Extension  put  out  a  projected  percentage 
growth  for  all  the  New  Mexico  counties.  Sandoval  County  is  ranked 
number  one,  with  a  projected  75  percent  growth  by  the  year  2025. 

Behind  us  comes  Las  Lunas,  Valencia  County  with  about  49  per- 
cent, then  Dona  Ana,  and  Santa  Fe  counties.  We  are  predicting  a 
fairly  steady,  consistent  growth  over  the  next  few  years. 

There  is  also  the  issue  of  service  to  illegal  immigrant  children. 
It  would  be  hard  not  to  feed  hungry  children,  but  if  service  is  de- 
nied, then  it  is  important  that  I  make  a  very  strong  statement  that 
the  school  district  does  not  want  monitoring  responsibilities. 

We  cannot  build  positive  relationships  and  interactions  with  par- 
ents and  children  if  we  have  to  be  immigration  police.  Monitoring 
needs  to  be  placed  somewhere  else.  For  years,  schools  have  dealt 
with  the  problem  of  assuming  more  and  more  functions  other  than 
education.  At  some  point  we  are  just  going  to  have  to  say  no.  I 
think  in  this  area  it  would  be  detrimental  to  our  relationships  with 
families. 

There  are  discussions  about  moving  food  services  out  of  the  State 
Department  of  Education.  There  is  an  obvious  reason  as  to  why  it 
is  there  now.  There  is  a  relationship  between  learning  and  good  nu- 
trition. For  example,  there  are  many  nutritional  problems  related 
to  special  education  children  and  technical  assistance  is  needed.  I 
would  not  support  moving  it  to  another  agency. 

And  the  last  issue  is  variances  of  20  percent.  School  food  service 
programs  are  struggling  to  stay  solvent,  to  provide  good  food,  and 
to  offer  good  service,  whether  they  have  private  contracting  situa- 
tions or  district  programs. 

Schools  cannot  absorb  reductions  in  revenue  at  the  district  level 
without  increasing  the  prices  of  school  meals.  I  am  not  at  all  op- 
posed to  the  concept  of  the  20  percent  variance;  variances  need  to 
be  accomplished  at  the  State  or  Federal  administrative  levels  as 
opposed  to  the  local  level.  We  cannot  operate  with  less  than  we  are 
operating  with  right  now  unless  our  families  are  going  to  pay  a  lot 
more. 

In  summary,  I  would  like  to  say  that  school  lunch  programs  pro- 
vides a  very  valuable  support  service  to  public  education  and  to 
families.  Some  modifications  are  necessary  in  the  School  Nutrition 
Program,  but  there  are  a  lot  of  positive  components  that  we  need 
to  retain. 
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I  want  to  stress  strongly  that  school  administrators  seek  to  have 
more  local  control  and  involvement  in  our  programs  and  we  appre- 
ciate your  efforts  to  address  this  matter. 

I  do  think  that  by  streamlining  staff,  reducing  regulations,  and 
reviewing  current  practices  and  procedures,  cost  savings  are  cer- 
tainly possible.  I  feel  strongly  that  we  need  to  start  with  the  cus- 
tomers, children  and  parents,  and  then  work  outward  in  making 
the  program  as  cost-effective  as  possible. 

Thank  you  very  much. 

Chairman  DOMENICI.  Thank  you. 

[The  prepared  statement  of  Ms.  Cleveland  follows:] 
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Rio  Rancho  Public  Schools 
Introduction 

My  name  is  V.  Sue  Cleveland  and  I  am  the  superintendent  of  the  Rio  Rancho 
Public  Schools  which  is  a  new  district  created  on  July  1,  1994.  I  appreciate  the 
invitation  to  address  this  U.S.  Senate  Budget  Committee.  I  would  like  for  you  to 
know  that  I  am  not  a  food  services  expert,  but  I  simply  bring  a  perspective  as  a 
practicing  superintendent  who  has  worked  in  South  Carolina,  Texas  and  New 
Mexico. 

There  are  many  positive  aspects  to  the  current  nutrition  programs.  As  with  all 
programs,  there  are  areas  that  can  be  improved.  Important  functions  need  to  be 
performed  at  the  federal,  state,  and  local  level  and  an  equitable  balance  needs  to 
be  established  among  the  three. 

Generally,  I  believe  that  the  closer  decision  making  is  to  the  customer,  the  more 
effective  the  service.  A  need  exists  for  greater  flexibility  to  improve  quality  and 
to  meet  local  expectations. 

Deficit  Reduction 

Nutrition  programs  have  been  one  of  the  more  effective  federal  programs. 
Learning  without  proper  nutrition  is  difficult  for  children,  and  many  needy 
children  have  received  meals  through  the  program.  However,  all  programs  can 
become  more  effective  and  efficient.  To  niaximize  limited  resources,  the 
following  areas  need  to  be  analyzed: 

1 .  Paperwork  Reduction  -  There  is  a  need  for  paperwork  reduction. 

This  can  be  accomplished  without  the  loss  of  service  or  accountability.  The 
Rio  Rancho  Public  Schools  is  currently  contracting  food  services  through 
a  private  company.  There  is  a  duplication  of  paperwork  between  the  Local 
Education  Agency  and  the  private  company  which  does  not  seem  necessary. 


347 

Page  2 

2.  Streamlining  of  Regulations  -  As  programs  grow,  so  do  regulations 
and  the  bureaucracy  to  support  them.  When  the  district  was  formed,  the 
State  Board  of  Education  ordered  all  equipment  to  be  left  in  the  existing 
schools.  This  matter  was  complicated  by  a  USDA  regulation  which  stated 
that  equipment  belonged  to  the  food  service  authority  which  purchased  it. 
This  regulation  makes  sense  in  the  normal  operation  of  a  food  service 
program.  It  does  not  make  sense  when  a  new  district  is  created.  Because  of 
a  lack  of  flexibility,  the  USDA  was  unable  to  address  the  needs  of  a  local 
district. 

Another  example  is  the  required  monitoring  for  persons  marking  zero 
income  on  their  application.  If  a  person  indicates  they  receive  $25  per 
month,  no  follow  up  is  required.  If  someone  shows  no  income,  then 
continual  monitoring  of  the  applicant  is  required.  The  commitment  of  staff 
time  for  monitoring  does  not  appear  to  be  time  well  spent. 

3.  Streamlining  of  Governance  -  It  is  my  understanding  that  the  state  may 
assume  greater  responsibilities  for  the  food  lunch  program.  There  are  two 
areas  of  concern  related  to  this  proposal.  How  much  control  will  and  can  the 
federal  government  give  to  the  state?  Schools  do  not  need  another  layer  of 
governance  that  results  in  duplication  of  efforts,  increased  administrative 
costs,  and  decreased  local  funding.  Secondly,  it  is  important  to  notice  that 
state-level  control  does  not  automatically  translate  into  school  and 
community-based  flexibility. 

4.  Analysis  of  Commodities  -  There  are  some  major  problems  with  the 
distribution  of  commodities.  Districts  receive  notice  on  a  Friday  for 
commodities  which  they  will  receive  Tuesday.  Since  menus  are  published 
a  month  in  advance,  this  procedure  delays  use  of  the  commodities  from  one 
to  two  months.  Space  and  refrigeration  are  required,  and  this  translates  into 
increased  costs. 
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5.  Consolidation  of  Regulations  -  All  regulations  for  food  service  programs 
need  to  be  consistent,  consolidated,  and  succinct.  This  change  would  result  in 
increased  efficiency  and  cost  savings. 

General  Organization 

The  following  comments  deal  with  the  overall  organization  of  the  food  service 
program: 

1 .  Privatization  -  The  ability  to  use  a  private  contractor  is  an  important 
option  that  should  to  be  available  to  districts.  While  it  is  certainly  not  best 
for  all  districts,  it  works  well  for  some.  There  are  varying  levels  of  support 
for  private  entrepreneurship.  Some  regulations  seem  to  favor  in-district 
programs.  For  example,  many  schools  use  a  snack  bar  as  a  means  of 
supplementing  programs.  A  commission  can  be  given  to  the  school  when 
operating  a  nonprofit,  in-house  program,  but  this  is  not  allowed  when  the 
district  contracts  with  private  companies. 

2.  Federal  Role  -  There  is  a  role  for  the  federal  government  to  play. 
Establishment  of  national  nutritional  standards  seems  valuable  and 
appropriate.  States  do  not  need  to  "reinvent  the  wheel"'  and  may  have 
limited  access  to  nutritional  research.  Some  general  guidelines  serve  a 
useful  purpose.  Also,  the  numbers  of  students  on  free  and  reduced  lunches 
are  used  to  determine  funding  allocations  for  various  programs  and  grants. 
If  program  eligibility  is  determined  by  the  number  of  students  receiving 
free-and-reduced  lunches,  some  nationwide  consistency  will  be  needed.. 

3.  State/Local  Role  -  Within  the  general  guidelines,  more  local 
autonomy  would  be  helpful.  For  example,  actual  meal  patterns  need  to  be 
revised.  Some  federal  requirements  do  not  make  sense.  For  example,  milk 
can  be  used  as  a  protein,  yogurt  cannot.  It  would  seem  to  me  that  this  type 
of  decision  could  be  made  at  the  local  level.  Progress  has  been  made  in 
allowing  greater  meal  pattern  variety  for  states  and  regions  and  this  trend 
should  be  continued. 
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4.  Parent  Involvement  -  Parents  have  demonstrated  an  interest  in  having 
input  into  the  nutrition  programs  that  serve  their  children.  Parents  have 
concerns  regarding  variety,  fat  content,  sodium  content  and  so  forth.  Having 
meaningful  involvement  beyond  the  district  level  is  difficult. 

Proposed  Block  Grants 

The  proposal  of  block  grants  has  generated  considerable  discussion  among 
educators.  I  want  as  much  flexibility  as  possible  to  use  funds  in  my  district.  As 
local  educators,  we  often  feel  that  everyone  thinks  they  know  better  than  we  about 
our  district  and  school  needs.  This  situation  is  sometimes  comical  and  always 
frustrating.  If  block  grants  will  enable  us  to  exercise  more  local  autonomy,  then 
that  is  a  positive  aspect.  There  are  some  specific  concerns  related  to  current 
proposals  that  warrant  consideration: 

1 .  Capped  Entitlements  -  New  Mexico  has  a  growing  population,  and 
much  of  that  growth  comprises  school-age  children.  Rio  Rancho  is  one  of 
the  fastest  growing  cities  in  the  United  States.  What  provisions  will  be 
made  for  high-growth  areas?  In  New  Mexico,  they  basically  fund  school 
districts  on  the  40th  day  of  enrollment.  The  district  must  absorb  any  costs 
incurred  beyond  the  40th  day  (e.g.,  new  teachers,  portable  classrooms,  and 
materials).  This  type  of  situation  could  be  a  major  problem  for  food  service 
programs. 

2.  Denial  of  Food  Services  to  Illegal  Immigrants  -  The  inability  to  feed 
any  hungry  child  would  personally  be  very  hard.  However,  if  services  are 
denied  to  illegal  immigrant  children,  the  school  district  does  not  want 
monitoring  responsibilities.  We  cannot  build  the  positive  relationships  and 
interactions  needed  with  parents  and  children  and  be  immigration  police. 
The  two  roles  are  just  not  compatible. 
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3.  Supervision  of  State  Department  of  Education  -  The  reason  that 
schools  are  in  the  food  service  business  is  because  there  is  an  obvious 
relationship  between  learning  and  adequate  nutrition.  Efforts  to  meet  the 
nutritional  requirements  of  special  needs  children  are  sometimes  difficult. 
Suggestions  have  been  made  to  move  supervision  of  food  services  to  other 
governmental  agencies.  I  do  not  support  that  recommendation. 

4.  Variances  of  20%  -  Most  food  service  programs  are  struggling  to  stay 
solvent  and  provide  good  food  and  service.  Local  education  agencies  could 
not  absorb  reductions  in  revenue  support  without  significantly  increasing  the 
price  of  school  meals.  While  I  am  not  opposed  to  the  concept  of  the  20% 
variance,  it  needs  to  be  accomplished  without  reducing  local  district 
allocations. 

Summation 

The  school  nutrition  program  provides  an  important  support  service  to  public 
education  and  to  families.  Modifications  are  necessary  in  the  school  nutrition 
program,  but  positive  components  need  to  be  retained.  School  administrators 
continue  to  seek  more  local  control,  involvement,  and  flexibility  in  all  program 
areas.  I  think  that  by  streamlining  staff,  reducing  regulations,  and  reviewing 
current  practices  and  procedures,  cost  savings  are  possible.  I  feel  strongly  that  we 
need  to  start  with  customers  (children  and  parents)  and  then  work  outward  in 
making  programs  as  cost  effective  as  possible. 

In  conclusion,  I  am  honored  by  this  opportunity  to  speak  to  you  today.  Thank  you 
for  your  interest  and  courtesy. 

Chairman  DoMENici.  We  are  going  to  take  Elaine  Keaton  who 
runs  the  food  program  for  the  public  schools  in  Albuquerque.  Nice 
to  have  you. 

STATEMENT  OF  ELAINE  KEATON,  DIRECTOR  OF  FOOD 
SERVICES,  ALBUQUERQUE  PUBLIC  SCHOOLS 

Ms.  Keaton.  Thank  you  very  much.  I  am  honored  to  have  the 
opportunity  to  discuss  my  views  on  H.R.  4,  the  Personal  Respon- 
sibility Act  of  1995  and  how  it  relates  to  the  school  nutrition  block 
grant. 

As  you  said,  I  am  Elaine  Keaton  and  I  am  going  to  give  you  the 
operator  perspective.  I  am  the  Food  Service  Director  for  the  Albu- 
querque Public  Schools.  There  are  thousands  of  food  service  direc- 
tors and  other  food  service  professionals  in  this  country  who  are 
very  concerned  that  the  proposed  legislation  v^all  have  a  tremen- 
dous negative  impact  on  our  school-based  nutrition  programs  and 
thus,  the  children  of  our  communities. 
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Our  primary  concerns  regarding  the  probable  negative  effect  on 
our  children  can  be  divided  into  three  main  areas.  The  first  one  is 
that  of  funding.  How  will  the  Secretary  of  Agriculture  actually  di- 
vide the  funding?  What  will  the  formula  provide  the  first  year  and 
will  funding  be  adequate  in  subsequent  years? 

What  criteria  will  the  Governor  have  to  aid  him  in  dividing  the 
funds  within  New  Mexico,  and  will  his  criteria  change  from  year 
to  year?  Where  will  the  20  percent  transfer  funds  go?  When  will 
the  funds  be  divided  and  when  will  we  get  them,  and  will  it  be  in 
a  timely  manner? 

Will  we  have  the  people  with  the  needed  expertise  to  administer 
the  millions  of  dollars  of  new  grant  money  which  will  come  to  our 
State?  Is  New  Mexico  prepared  to  handle  this? 

Many  directors  of  non-profit  agencies  in  New  Mexico  who  now  re- 
ceive block  grant  funding  have  had  to  take  out  emergency  bank 
loans  to  cover  expenses  before  grant  money  was  released  by  the 
State.  Some  say  that  State  reimbursement  policies  and  procedures 
are  currently  inefficient. 

This  bill,  as  Dr.  Cleveland  said,  bars  illegal  aliens,  and  there  are 
also  some  legal  aliens  that  will  not  be  permitted  to  be  served  by 
this  block  grant.  This  would  have  a  huge  effect  on  us  in  Albuquer- 
que, and  probably  have  an  even  greater  impact  in  other  parts  of 
New  Mexico. 

It  appears  that  we  will  have  to  establish  a  whole  new  system  to 
make  sure  that  these  children  do  not  receive  any  benefit  from  the 
block  grant.  These  children  are  enrolled  in  our  schools  and  many 
are  some  of  our  neediest.  What  are  we  going  to  do  with  them?  How 
do  we  expect  them  to  learn  when  they  are  hungry? 

I  also  fear  that  there  are  many  small  districts  in  our  State  who 
may  choose  to  drop  out  of  the  program  because  they  have  virtually 
no  cash  flow.  They  operate  on  a  day-to-day  basis  virtually  counting 
the  minutes  until  their  reimbursements  arrive. 

These  districts  certainly  will  be  in  no  position  to  gamble  on  the 
effects  of  this  block  grant.  Thousands  of  needy  children  will  there- 
fore no  longer  have  access  to  the  breakfast  and  lunches  they  cur- 
rently need  and  receive.  It  is  also  important  to  note  that  this  bill 
will  no  longer  guarantee  a  needy  child  a  free  meal. 

My  second  concern  has  to  do  with  the  lack  of  nutritional  stand- 
ards in  the  new  legislation.  Will  we  have  50  different  programs  in 
50  States?  Previously,  all  of  our  programs  have  had  very  carefully 
defined  nutritional  standards  which  have  been  the  foundation  of 
their  success. 

The  children  in  this  country  have  the  same  basic  nutritional 
needs.  In  Albuquerque  or  New  Mexico,  we  may  satisfy  those  needs 
with  posole  and  tortillas.  In  Iowa,  it  may  be  done  with  beef  stew 
and  cornbread.  But  the  bottom  line  is  that  the  nutritional  needs  of 
our  children  have  been  met.  Are  we  inadvertently  legislating  that 
children  have  different  nutritional  needs? 

The  third  area  is  that  it  appears  the  new  legislation  will  create 
problems  rather  than  help  in  the  area  of  paperwork.  The  House  bill 
claims  that  the  block  grant  will  result  in  less  paperwork,  resulting 
in  less  administrative  expense.  Nobody  would  be  happier  if  that 
were  true  than  me. 
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Instead,  however,  I  do  see  two  major  tiers  of  administrative  bu- 
reaucracy. First,  the  Secretary  of  Agriculture  will  require  me  to  re- 
port the  number  of  individuals  receiving  assistance  under  the 
grant,  the  different  types  of  assistance  provided  to  such  individ- 
uals, and  the  number  of  meals  served  to  students  under  the  grant, 
including  the  percentage  of  such  meals  served  to  economically  dis- 
advantaged students. 

Second,  and  in  addition,  there  will  be  an  entire  new  layer  of 
State  regulations  which  very  likely  will  be  as  cumbersome  as  what 
is  currently  in  place. 

Now  I  would  like  to  address  our  concerns  from  down  home  Albu- 
querque. Each  year,  we  serve  the  children  of  this  community  seven 
million  lunches,  1.8  million  breakfasts,  800,000  lunches  through 
the  Summer  Food  Service,  and  300,000  snacks  like  after  school  pro- 
grams and  things  like  that  through  the  Child  and  Adult  Care  Food 
Program. 

Our  budget  in  Albuquerque  for  food  service  is  $17  million.  At  this 
time  of  year,  I  set  the  wheels  in  motion  for  next  school  year,  and 
this  process  basically  includes,  we  process  bids  and  we  award  con- 
tracts for  all  of  our  food  supplies  and  equipment  for  next  year. 

Number  two,  next  month,  very  early,  we  begin  negotiations  to  es- 
tablish salaries  for  our  650  food  service  employees.  And  third,  we 
establish  meal  prices  for  next  year.  This  whole  situation  creates  a 
real  dilemma  for  us.  If  the  new  legislation  passes  as  currently  writ- 
ten, I  will  be  waiting  for  two  levels  of  government  to  determine  my 
level  of  funding.  This  cannot  help  but  impact  our  timely  delivery 
of  services  to  the  88,000  students  in  this  school  district. 

I  will  be  waiting  for  all  of  these  decisions  to  be  made  while  I  am 
still  accountable  to  a  Superintendent  and  seven  school  board  mem- 
bers who  expect  me  to  run  a  cost-effective,  break-even  program.  I 
also  know  that  on  August  14th,  our  first  day  of  school  next  year, 
thousands  of  students  will  be  lining  up  expecting  their  brealdfasts 
and  lunches. 

Mr.  Chairman,  I  know  from  my  past  experiences  with  you  that 
you  realize  these  programs  should  not  be  part  of  welfare  reform. 
These  programs  and  health  and  education  programs.  Not  too  many 
years  ago,  we  had  lunch  together  at  East  San  Jose  Elementary 
School  and  you  saw  how  successful  and  needed  these  programs  are. 
If  anjdhing,  they  are  even  more  important  now  than  they  were 
then. 

We  are  here,  our  programs  are  in  place  operating  efficiently,  and 
are  currently  performance-based.  The  fact  that  they  are  perform- 
ance-based assures  the  taxpayers  that  the  service  is  taking  place 
before  it  is  funded.  The  fact  that  they  are  performance-based 
assures  me,  my  board  of  education,  and  the  parents  and  students 
of  this  district  that  there  will  be  funding  available  so  that  the  serv- 
ice provided  today  will  be  here  tomorrow  and  the  following  day  and 
next  year. 

Let  us  make  sure  that  any  new  legislation  does  guarantee  that 
the  dollars  not  only  are  allocated  fairly,  but  also  that  we  get 
enough  money  to  feed  our  children  properly  without  hidden  agen- 
das and  additional  layers  of  administration  siphoning  away  the 
funds. 
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Let  us  also  make  sure  any  new  legislation  simplifies  regulations 
by  not  adding  more  levels  of  paperwork  and  duplication  and  bu- 
reaucracy. Certainly  we  do  need  streamlining  of  the  administrative 
process  attached  to  our  programs  and  seamless  efficient  systems  to 
reduce  administrative  burdens. 

To  that  end,  I  have  submitted  to  you  some  proposed  legislation 
for  your  consideration.  This  proposal  is  submitted  on  behalf  of  the 
American  School  Food  Service  Association  and  does  also  reflect  my 
desire  to  provide  nutritionally  sound,  more  efficient  school  meal 
programs  designed  to  meet  the  needs  of  all  of  the  children  in  New 
Mexico. 

Let  us  make  sure  that  school  food  service  programs  will  serve  all 
children  into  the  next  century,  and  that  we  can  celebrate  the  50th 
anniversary  of  the  National  School  Lunch  Act  on  June  4,  1966. 

Thank  you  again  for  this  opportunity  and  I  vdll  answer  any  ques- 
tions. 

Chairman  DOMENICI.  Thank  you  very  much.  I  think  I  had  a  cou- 
ple of  observations  and  questions,  but  I  think  we  will  get  our  two 
witnesses  and  then  we  will  get  you. 

[The  prepared  statement  of  Ms.  Keaton  follows:] 
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The  Senate  Budget  Committee 

April  19.  1995 


Chairman  Domenici,  members  of  the  committee,  I  am  honored  to  have  the  opportunity 
to  discuss  my  views  on  HR4,  The  Personal  Responsibility  Act  of  1995,  and  how  it  relates  to  the 
school  nutrition  block  grant. 

I  am  Elaine  Keaton,  Director  of  Food  Services  for  the  Albuquerque  Public  Schools. 
Other  food  service  directors  and  I  are  concerned  that  proposed  legislation  will  have  a 
tremendous  negative  impact  on  our  school  based  nutrition  programs  and  thus  the  children  of  our 
communities. 

Our  primary  concerns  regarding  the  probable  negative  effect  on  our  children  can  be 
divided  into  three  main  areas. 

•  The  first  area  regards  the  way  funding  will  be  passed  down  to  school  districts. 

•  The  second  area  relates  to  the  lack  of  apparent  nutritional  standards  and  guidelines  in  the 
new  legislation. 

•  The  third  area  is  that  we  see  potentially  a  greater  amount  of  paperwork  and  administrative 
burdens  rather  than  less. 

The  following  are  questions  we  have  concerning  the  area  of  funding: 

•  How  will  the  Secretary  of  Education  really  divide  the  fimding?  What  will  the  formula 
provide  the  first  year  and  will  funding  be  adequate  in  subsequent  years? 

•  What  criteria  does  the  Governor  have  to  aid  him  in  dividing  the  funds  within  New 
Mexico?  Will  he  do  it  by  program?  By  school  district?  Can  and  will  his  criteria  change 
from  year  to  year''  Will  the  20%  transfer  funds  go  to  different  non-school  based 
programs?  Will  there  be  fimds  each  year  for  breakfast,  for  child  care,  for  summer  food 
service  or  will  the  allocation  of  funds  change  from  year  to  year?  When  will  the  funds  be 
divided  and  when  will  we  get  them?  Will  we  have  the  people  with  the  needed  expertise 
to  administer  the  millions  of  dollars  of  new  grant  money  which  will  come  to  our  state? 
Currently,  an  average  of  7%  of  federal  support  comes  in  the  form  of  grants  to  New 
Mexico.  If  the  HR4  plan  goes  through  it  would  jump  to  33  % .  Is  New  Mexico  prepared 
to  handle  this?  Will  the  funds  be  available  to  us  in  a  timely  manner?  I  think  this  is  a 
valid  question  because  a  recent  article  in  the  Albuquerque  Tribune  quoted  several 

.program  administrators  who  work  with  block  grants  who  stated  that  there  are  serious 
issues  regarding  the  mm  around  time  that  it  takes  the  state  officials  to  release  the  money 
to  their  programs.  "Many  directors  of  non-profit  aid  agencies  receiving  block  grant  funds 
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say  reimbursement  policies  and  prcx:edures  are  inefficient. "  Other  directors  found  it  was 
necessary  to  take  out  emergency  bank  loans  to  cover  expenses  before  grant  money  was 
released  by  the  state. 

•  This  bill  bars  illegal  aliens,  as  well  as  some  legal  aliens,  from  being  served  by  the  block 
grant.  This  would  have  a  huge  effect  on  us  in  Albuquerque  and,  probably  have  an  even 
greater  impact  in  other  parts  of  New  Mexico.  It  appears  that  we  will  have  to  establish  a 
whole  new  system  to  make  sure  that  these  children  do  not  receive  any  benefit  from  the 
block  grant.  These  children  are  enrolled  in  our  schools  and  many  are  some  of  our 
neediest.  What  are  we  to  do  with  them?  How  do  we  expect  them  to  learn  when  they  are 
hungry? 

I  also  fear  that  there  are  many  small  school  districts  in  our  state  who  may  choose  to  drop 
out  of  the  program  because  they  have  virtually  no  cash  flow,  they  operate  on  a  day  to  day  basis, 
counting  the  minutes  imtil  their  reimbursements  arrive.  These  districts  certainly  will  be  in  no 
position  to  "gamble"  on  the  effects  of  this  block  grant.  Thousands  of  needy  children  will  no 
longer  have  access  to  the  breakfasts  and  lunches  they  currently  need  and  receive.  It  is  also 
important  to  know  that  this  bill  will  no  longer  guarantee  a  needy  child  a  meal. 

We  have  these  concerns  regarding  the  lack  of  nutritional  standards  in  the  new  legislation: 

•  This  legislation  does  not  provide  for  any  national  nutrition  standards.  Will  we  have  50 
different  programs  in  the  50  states?  Previously  all  of  our  programs  have  had  very 
carefully  defined  nutritional  standards  which  have  been  the  foundation  of  their  success. 
All  of  the  children  in  this  country  have  the  same  basic  nutritional  needs.  We  may  satisfy 
those  needs  in  New  Mexico  with  posole  and  tortillas  while  in  Iowa  it  may  be  done  with 
beef  stew  and  com  bread,  but  the  bottom  line  is  that  the  nutritional  needs  of  our  children 
have  been  met.  Are  we  inadvertently  legislating  that  children  have  different  nutritional 
needs,  and  is  there  any  way  we  will  be  assured  that  all  children's  nutritional  needs  will 
be  met? 

We  see  the  new  legislation  as  creating  problems  rather  than  helping  in  the  area  of 
paperwork: 

•  The  House  bill  claims  that  the  block  grant  will  result  in  less  paperwork  resulting  in  less 
administrative  expense.  No  one  would  be  happier  than  me  if  this  were  true.  Instead,  I 
see  the  new  legislation  as  creating  two  major  tiers  of  administrative  bureaucracy.  First, 
the  Secretary  of  Agriculture  will  require  me  to  report  the  number  of  individuals  receiving 
assistance  under  the  grant,  the  different  types  of  assistance  provided  to  such  individuals, 
and  the  number  of  meals  served  to  students  under  the  grant  including  the  percentage  of 
such  meals  served  to  economically  disadvantaged  students.  Second,  and  in  addition, 
there  will  be  an  entire  new  layer  of  state  regulations,  which  very  likely  will  be  as 
cumbersome  as  what  is  currently  in  place. 
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As  our  system  functions  now,  we  have  the  equivelent  of  65  full  time  employees  who  do 
nothing  but  handle  paperwork.  We  need  to  know  that  any  new  system  will  not  require  more, 
and  if  it  does  that  additional  staffing  needs  will  be  acknowledged  and  money  provided. 

I  would  now  like  to  address  our  concerns  from  a  practical  business  perspective.  At  this 
time  of  year  I  begin  processing  bids  to  award  contracts  for  food  and  supplies  for  the  next  school 
year.  The  financial  commitment  is  in  the  neighborhood  of  6  million  dollars.  Each  year  we 
serve  the  children  of  this  community  7,000,000  lunches,  1.8  million  breakfasts,  800,000  lunches 
for  the  SuHsmer  Food  Service  Program,  and  300,000  snacks  through  the  Child  and  Adult  Care 
Food  Program. 

Additionally,  in  May  we  are  to  begin  negotiations  with  our  emplo>ees'  bargaining 
representative  to  establish  salary  rates  for  the  95/96  school  year.  In  our  district  we  have  a 
payroll  of  7  million  dollars  with  approximately  650  employees. 

It  is  during  this  time  of  year  that  we  also  establish  meal  prices  for  next  year. 

This  creates  a  real  dilemma  for  us.  If  the  new  legislation  passes  as  currently  written,  I 
will  be  waiting  for  two  levels  of  government  to  determine  my  level  of  fimding.  This  cannot  help 
but  impact  our  timely  delivery  of  services  to  the  88,000  students  in  this  school  district. 

I  will  be  waiting  for  all  of  these  decisions  to  be  made  while  I  am  still  accountable  to  a 
superintendent  and  seven  school  board  members  who  expect  me  to  run  a  cost  effective,  break- 
even program.  I  also  know  that  on  August  14,  thousands  of  students  will  be  lining  up  expecting 
their  breakfasts  and  lunches. 

Mr.  Chairman,  I  know  from  my  past  experiences  with  you  that  you  realize  these 
programs  should  not  be  a  part  of  welfare  reform.  These  programs  are  healn  and  education 
programs. 

Not  too  many  years  ago  we  had  lunch  together  at  East  San  Jose  elemenary  school  and 
you  saw  how  successful  and  needed  these  programs  are.  If  anything,  the>  are  even  more 
important  now  than  they  were  then. 

One  thrust  of  welfare  reform  is  to  help  people  now  on  welfare  to  get  back:  to  work.  Our 
nutrition  programs  currently  help  working  mothers  by  giving  them  peace  of  mi-d  regarding  the 
feeding  and  nutritional  well  being  of  their  children  in  our  care.  Before  and  arcer  school  latch 
key  programs  in  Albuquerque  Public  Schools  are  expanding  on  a  daily  basis. 

We  are  here.  Our  programs  are  in  place,  operating  efficiently  ar-  are  currently 
performance  based.  The  fact  that  they  are  performance  based  assures  the  taxpayers  that  the 
service  has  taken  place  before  it  is  funded.  The  fact  that  they  are  performance  based  assures 
me,  my  board  of  education  and  the  parents  and  students  of  this  district  that  there  will  be  funding 
available  so  that  the  service  provided  today  will  be  here  tomorrow  and  the  next  day  and  the  next 
year. 

Let's  make  sure  any  new  legislation  does  guarantee  that  the  dollars  not  only  are  allocated 
fau-ly,  but  also  that  we  get  enough  money  to  feed  our  children  properly  without  hidden  agendas 
and  additional  layers  of  administration  siphoning  away  the  funds. 

Each  year  we  look  for  ways  of  making  our  present  programs  more  responsive  to 
children's  need  and  the  needs  of  our  community  and  state.    Let's  allow  these  programs  to 
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function  properly  and  preserve  the  many  positive  contributions  that  they  make  toward  insuring 
that  our  students  remain  healthy  and  ready  to  learn  due  to  being  well  fed  and  nutritionally  cared 
for.  Make  sure  that  any  new  legislation  includes  feeding  all  needy  children  and  feeding  all 
children  a  nutritionally  soimd  meal. 

Let's  also  make  sure  any  new  legislation  simpliiies  regulations,  by  not  adding  more  levels 
of  paperwork  and  duplication  of  bureaucracy.  Certainly  we  need  streamlining  of  the 
administrative  process  attached  to  our  programs  and  a  blending  of  many  separate  programs  into 
a  seamless,  efficient  system  thereby  reducing  administrative  burdens.  It  is  imperative  that  any 
new  legislation  must  actually  do  this,  not  create  more  of  a  burden  than  we  already  have. 

To  that  end,  I  respectfully  submit  the  attached  proposed  legislation  for  your 
consideration.  This  proposal  is  submitted  on  behalf  of  the  American  School  Food  Service 
Association  and  does  reflect  my  desire  to  provide  nutritionally  sound,  more  efficient  school 
programs  designed  to  meet  the  needs  of  all  of  the  children  in  New  Mexico. 

Let's  make  sure  that  school  food  service  programs  will  serve  all  children  into  the  next 
century  and  that  we  can  celebrate  the  50th  anniversary  of  the  National  School  Lunch  Act  on  June 
4,  1996. 

Mr.  Chairman,  thank  you  again  for  this  opportunity  to  speak  with  you.  I  will  be  pleased  to 
answer  any  questions  that  you  may  have. 
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AMERICAfl      SCHOOL      FOOD      SERVICE      ASSOCIATIOM 

School  Nutation  Act  of  1995 

-  A  Proposal  *- 

The  American  School  Food  Service  Association  proposes  legislation  that  would  combine  the 
National  School  Lunch  Act  juid  the  Child  Nutrition  Act  of  1966  into  the  School  Nutrition  Act  of 
1995.  This  legislation  would  provide  a  streamlined,  more  efficient  school  nutrition  program 
designed  to  meet  the  needs  of  children.  This  proposal  wotdd  accomplish  the  following: 

♦  Consolidate  school  lunch,  school  hreakiast,  child  and  adult  care  food  program  (school 
based),  summer  food  service  (school  based)  cmd  commodity  distribution  programs  into 
a  single  program  with  greater  flexibility  at  the  state  and  local  kvels  with  provision  for 
increased  costs  for  the  siunmer  food  service  program 

^  Provide  a  funding  mechanism  that  gu<irantees  a  level  of  performance  based  funding  for 
all  participating  children  with  built  in  flexibility  for  population  changes  and  economic 
conditions 

♦  Minimize  federal  bureaucracy  by  simplifying  program  statute  and  restricting  federal 
regulatory  authority  to  areas  of  performance  that  are  in  the  national  interest,  including: 

♦  nutritional  content  of  meals  served 

♦  federal  reimbursement  rates 

♦  provision  of  free  and  reduced  priced  meals 

♦  state  maintenance  of  effort  £md  revenue  match 

♦  distribution  of  funds  to  states 

*  designation  of  the  state  education  agency  program  administrator 

*  the  sale  of  competitive  foods 

*  program  simplification  that  provides  relief  from  excessive  regulation 

*  fiscal  accoiuitability  limited  to  the  Single  Audit  Act 

*  state  administiative  expei\se  funds 

♦  Relieve  the  school  foodservice  program  of  the  financial  burden  (unfunded  federal 
m2indates)  of  collecting,  processing  and  verifying  income  eligibility  data  used  by  other 
federiil  education  progrcims. 

♦  Provide  nutrition  education  for  students  and  training  for  school  foodservice  persoimel; 
retain  the  National  Pood  Service  Manageoaent  institute 

♦  Provide  a  commodity  distribution  progrcun  to  support  local  school  foodservice 
programs,  agriculturad  economy  and  the  maintenance  of  a  distribution  system  for  use  in 
event  of  disaster 

♦  This  proposal,  if  agreed  to  by  Congress,  may  provide  the  opportunity  for  cost  savings  equal  to  the  savings 
associated  with  the  School-Based  Nutrition  Block  Grant  passed  by  the  House.  The  extent  of  cost  savings  would  need 
to  be  further  explored  by  the  Congressional  Budget  Office.  4/95 

1600  Duke  Street  7Ui  Door  /  Alexandria.  VirginU  22314 
(703)  739-3900  /  (800)  877-8822  /  FAX  (703)  739-3915 
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FUNDING  NEEDS  FOR  SCHOOL  NUTRITION  PROGRAMS 

The  Nation£il  School  Lunch  Program  and  School  Breakfast  Prograni  are  non-profit  businesses 
op)erating  in  over  15,000  school  districts  and  92,000  schools  across  the  country.  They  provide  a 
nutrition  service  for  children  while  conforming  to  strict  local,  state  and  federal  controls. 
Schools  need  to  be  assured  they  will  be  paid  for  meals  served  to  children.  Performance  based 
funding,  as  provided  in  current  law,  gives  schools  this  assurance. 

What  is  performance  based  funding? 

♦  Performance  based  funding  is  a  guaranteed  minimum  level  of  funding  to  schools  for 
each  meal  served  in  the  sdiool  nutrition  program. 

♦  Performance  based  funding  applies  to  all  meals  served  to  children. 

♦  Performance  based  funding  reimburses  schools  for  services  provided. 
Why  is  performance  based  funding  needed  for  school  nutrition  programs? 

♦  Financial  Stability:  Schools  operate  for  the  purpose  of  educating  children,  and  school 
meeds  are  key  to  learning  readiness.  Local  school  boards  must  be  sure  expenditures  are 
adequately  covered  for  all  educational  programs,  including  school  meals.  School 
districts  pay  for  the  cost  of  meals  before  they  are  reimbursed  and  must  be  assured  that 
adequate  revenue  will  follow.  Performance  funding  gives  this  assurance. 

♦  Access  to  Food:  Performance  based  funding  assures  students  and  parents  that 
nutritious  meals  will  be  available  at  school  throughout  the  year. 

♦  Flexibility:  Performance  based  funding  gives  schools  flexibility  to  respond  to  program 
growth  resulting  from  increased  enrollment,  economic  downturns  and  natural  disaster. 

♦  Safety  Net:  Performance  based  funding  is  a  safety  net  that  prevents  schools  from 
dropping  out  of  the  National  School  Lunch  Program  and  School  Breakfast  Program. 
This  support  means  that  all  children,  especially  needy  children,  .vill  have  access  to 
nutritious  nieals  at  school. 

♦  Business  Practices:  Performance  based  funding  is  needed  to  support  good  business 
practices  such  as  budgeting,  contracting  for  procxirement  of  food  and  services  and 
employment  of  staff. 

♦  Local  Economy:  Performance  based  funding  helps  programs  operate,  and  this  means 
employment  for  local  people  and  support  for  the  local  economy  through  purchase  of 
food,  supplies  and  services. 
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PROGRAM  SIMPLinCATION  RECOMMENDATIONS 

School  nutrition  programs  have  become  increasingly  complex  and  more  costly  due  to  overly 
prescriptive,  intrusive  and  restrictive  federal  regulations.  Although  there  has  been  extensive 
communication  with  USDA,  little  progress  has  been  made  in  simplifying  regulations  and 
limiting  regulations  to  those  specifically  required  by  law. 

Overarching  concepts  for  regulatory  design  and  recommendations  for  reducing  administrative 
burdens  need  to  be  addressed  in  USDA's  regulation  agenda  inihe  inunediate  future. 

Overarching  Concepts 

Miiiimize  federal  bureaucracy  by  simplifying  program  statutes  and  restricting  federal 
regulatory  authority 

Allow  for  greater  flexibility  in  states  and  local  school  districts 

Provide  results-based  rather  than  process-based  regulations 

Recognize  .md  maximize  use  of  technology 

Recommendations  for  Reducing  Administrative  Burdens 

Elinrinate  cost  accoimting  for  severe  need  breakfast  reimbursement 

Eliminate  edit  checks  at  the  state  and  local  levels 

Allow  for  "Offer  vs.  Serve"  in  the  Summer  Food  Service  Program 

Elimiiiate  duplication  of  collecting  family  income  eligibility  information  between  programs 

Permit  collection  of  free  and  reduced-price  meal  application/ direct  certification  information 
(from  welfare  departments)  with  less  frequency 

Blend  into  a  single  reimbursement  rate  meed  and  administrative  reimbursement  rates  for 
Sununer  Food  Service  Program 

Eliminate  the  requirenient  for  meal  production  records 

Provide  restdts-based  performance  measures  rather  than  process-based  regulations 

Eliminate  local  and  state  monitoring  and  auditing  requirements  in  excess  of  the  Single 
Audit  Act,  including  on-site  reviews  by  loceil  school  districts 

(cont...) 
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•  Eliminate  requirement  for  the  School  Food  Authority  to  submit  its  free  and  reduced-price 
meal  policy  to  the  state  policy 

•  Eliminate  duplication  of  management  plans  where  required  at  both  state  and  local  levels 

•  Make  all  local,  state  and  federal  agreements  permanent 

•  Allow  fle5dbility  in  meeting  nutrition  standards  with  the  option  of  nutrient  and  food-based 
menu  planning 

•  Simplify  the  process  for  counting  meals  by  free,  reduced-price  and  paid  categories 

•  Restrict  USDA  reviews  of  State  Agencies  to  a  plaimed  <ycle  or  schedule,  except  in  cases  of 
just  cause 

•  Use  other  methods  (i.e.:  demographic  data)  for  determining  eligibility  for  free  and  reduced- 
price  meals 

•  EUmiruite  verification  requirement  for  free  and  reduced-price  meal  applications  except  for 


Chairman  DOMENICI.  Anita  Ortiz,  would  you  like  to  address  the 
committee,  please? 
Ms.  Ortiz.  Yes,  please.  Thank  you. 

STATEMENT  OF  ANITA  ORTIZ,  DIRECTOR,  NINOS  CACFP, 
ALBUQUERQUE,  NEW  MEXICO 

Ms.  Ortiz.  Today  I  am  here  and  I  represent  child  nutrition  spon- 
sors throughout  the  State  of  New  Mexico.  There  are  24  of  us.  We 
have  some  present  in  the  audience  now  that  are  here  for  support. 
I  also  represent  6,700  family  home  day  care  providers  that  reside 
in  the  State  of  New  Mexico  and  they  administer  the  Child  Care 
Food  Program  out  of  their  homes. 

I  want  to  begin  by  first  of  all  thanking  Elaine  Keaton  for  all  the 
information,  and  I  feel  as  we  talked  earlier  that  we  are  kind  of  a 
sister  program.  Basically  what  I  am  going  to  cover,  she  has  talked 
about  with  the  School  Lunch  Program. 

The  Child  and  Adult  Care  Food  Program  is  an  extension  of  the 
Food  Lunch  Program  as  it  exists  today.  I  want  to  say  thank  you, 
Senator  Domenici,  and  good  morning.  My  name  is  Anita  Ortiz  and 
I  direct  the  Child  and  Adult  Food  Care  Program  in  Santa  Fe. 

Thank  you  for  the  invitation  to  participate  in  this  panel  and  for 
the  opportunity  to  share  with  you  my  concerns  regarding  the  nega- 
tive impact  that  block  granting  would  have  on  CACFP  at  the  State 
and  national  levels. 

I  would  also  like  to  take  at  this  time  a  moment  to  say  that  I  have 
already  submitted  my  written  testimony  and  I  would  like  that  to 
be  included  as  part  of  the  hearing  record.  The  oral  testimony  this 
morning  will  highlight  certain  points  from  the  written  statements 
that  have  been  submitted. 

I  am  here  today  and  I  would  like  to  say  that  the  Child  and  Adult 
Food  Care  Program  in  the  State  of  New  Mexico  is  funded  through 
the  USDA  Department,  and  it  allows  for  nutritious  meals  served 
in  any  type  setting  for  children  or  disabled  adults  for  less  than  24 
hours. 
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This  program  is  administered  through  the  Fgmiily  Nutrition  Pro- 
gram from  the  Youth  and  Famihes  Department  of  the  State  of  New 
Mexico. 

Senator  Domenici,  allow  me  to  share  some  of  the  history  of 
CACFP  and  how  it  exists  in  our  State  today.  In  1966,  the  Child 
Nutrition  Act  created  nutrition  programs  as  entitlements  to  chil- 
dren and  disabled  adults.  As  such,  they  have  been  an  extension  of 
the  School  Lunch  Program. 

At  that  time,  Federal  dollars  were  granted  to  States  and  pro- 
grams like  CACFP  were  administered  through  the  New  Mexico  De- 
partment of  Health  and  Environment.  In  1984,  the  State  no  longer 
wanted  to  be  responsible  for  direct  administration  or  provisions  of 
home  day  care  programs. 

As  a  result  of  the  State's  move  away  from  direct  control  of  the 
program,  community  organizations  were  forced  to  step  forward  as 
sponsors  of  family  home  day  care  nutrition  programs.  This  is  prob- 
ably the  best  thing  that  has  ever  happened  to  CACFP  in  this  State. 

As  of  1984,  the  CACFP  has  been  operating  under  the  sponsorship 
of  not-for-profit  organizations  under  the  present  system  here  in 
New  Mexico.  Reimbursement  and  administrative  monies  are  chan- 
neled through  the  Department  of  Children,  Youth,  and  Families  to 
the  sponsoring  organizations. 

As  sponsors,  we  disburse  reimbursement  claims  to  the  family 
home  day  care  providers  who  are  registered  with  CACFP.  While 
there  is  no  perfect  system,  we  have  been  operating  under  this  sys- 
tem for  over  10  years,  and  all  sponsors  agree  that  this  system  has 
been  working  very  efficiently. 

Sponsors  continue  operation  of  CACFP  through  community-based 
and  culturally-sensitive  sponsoring  organizations.  The  adoption  of 
Statewide  community-based  sponsors  provided  a  unique  oppor- 
tunity to  best  serve  all  the  areas  of  the  State,  including  the  most 
remote  and  rural  areas. 

This  system  has  proven  to  be  suitable  and  has  allowed  for  expan- 
sion and  stability  of  the  program.  Child  care  and  adult  food  spon- 
sors are  committed  to  improving  child  care  services  to  every  New 
Mexico  family.  Again,  in  our  State  of  New  Mexico,  the  program  is 
administered  through  the  not-for-profit  organizations.  No  one  is 
making  a  profit  from  this  system. 

In  1985,  at  the  request  of  USDA,  sponsors  of  CACFP,  together 
with  the  State  Department  of  Health  and  Environment,  created 
regulations  that  ensure  that  all  family  home  day  care  providers  are 
governed  by  the  same  health,  safety,  and  nutrition  requirements. 

These  regulations  also  demand  accountability  from  child  care 
providers,  while  guaranteeing  safety  for  the  good  of  £dl  the  children 
of  the  State.  Sponsors  and  providers  are  dedicated  to  providing 
high  quality  nutrition  programs  that  are  culturally  sensitive. 

Their  dedication  over  the  last  10  years  has  proven  that  CACFP 
is  a  Federal  program  that  does  work  in  the  State  of  New  Mexico. 
It  is  with  great  pride  that  I  sit  before  you  now  and  I  tell  you  that 
New  Mexico's  program  is  a  role  model  for  other  States. 

Continuing  under  the  present  system,  CACFP  as  entitlements 
not  block  grants,  we  can  only  visualize  bigger  and  better  programs 
to  assure  proper  development  and  strengthening  of  our  child  care 
providers  and  our  children,  our  society  of  tomorrow. 
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The  following  points  illustrate  how  the  Child  and  Adult  Food 
Care  Program  in  New  Mexico  would  be  negatively  affected  by  block 
grants.  H.R.  4,  in  cold  numbers,  that  means  that  our  program 
would  be  funded  at  a  level  that  is  $1,500  million  less  in  fiscal  year 
1996  than  current  law  and  USDA  current  service  levels  would 
allow.  That  constitutes  an  18.5  percent  decrease  in  the  first  year. 

Second,  each  of  the  States  would  be  given  a  share  depending  on 
the  number  of  economically-disadvantaged  individuals  who  are 
residents  of  the  State  as  compared  to  the  number  of  economically- 
disadvantaged  persons  in  the  country  as  a  whole. 

Third,  States  would  have  to  make  several  decisions.  Decisions 
would  have  to  be  made  regarding  the  allocation  of  the  administra- 
tive money.  Who  gets  how  much?  Decisions  would  have  to  be  made 
about  what  agency  would  administer  which  program.  Decisions 
would  have  to  be  made  about  meal  patterns,  reimbursements,  local 
record-keeping.  There  would  be  no  national  standards. 

Under  the  present  State  system,  20  percent  of  the  allotted  fund- 
ing that  would  reach  the  States  could  be  satisfied  if  the  Secretary 
of  USDA  would  be  convinced  that  less  than  20  percent  could  be 
worked.  We  might  operate  under  20  percent  less. 

I  do  not  think  we  want  to  really  rely  on  State  officials  to  dole 
out  what  they  think  is  good  for  CACFP.  An  argument  in  favor 

Chairman  DOMENICI.  Why  not? 

Ms.  Ortiz.  I  feel  that  the  system  that  we  have,  the  way  it  is 
today,  that  we  have  worked  with  sponsoring  organizations  for  the 
last  10  years  has  proven  to  be  effective  and  we  continue  to  grow. 
It  has  been  stable  and  we  are  reaching  all  the  areas.  I  feel  that 
the  present  system  today  is  working  very  adequately. 

An  argument  in  favor  of  block  granting  is  that  they  allow  local 
communities  to  solve  their  own  problems  in  a  well  cost-effective 
way  within  broad  Federal  guidelines,  but  with  little  interference 
from  the  Federal  Government. 

Our  current  structure  and  funding  stream  already  accomplishes 
this  goal.  Local  sponsors  receive  funds  directly  and  enjoy  the  flexi- 
bility of  implementing  individualized  services.  It  is  important  to 
note  that  CACFP  is  not  welfare.  This  is  a  nutrition,  health,  and 
education  program,  which  is  a  great  investment  for  our  society. 

H.R.  4  consolidation  of  funding  provisions  would  jeopardize  the 
program.  For  New  Mexico,  it  would  be  devastating.  Can  I  continue 
or  am  I  done? 

Chairman  DOMENICI.  Hurry  up. 

Ms.  Ortiz.  Real  quick.  In  mandating  the  large  cuts,  the  Budget 
Committee  must  understand  that  CACFP  and  with  it  the  fragile 
Child  Care  System  stands  to  be  decimated.  The  Child  and  Adult 
Food  Care  Program  cannot  compete  with  the  political  muscle  of  the 
big  programs  of  massive  cuts  ordered  by  the  Budget  Committee, 
and  it  is  destroying  the  CACFP  for  family  child  care,  and  you  will 
be  dismantling  the  very  Child  Care  System  that  will  be  most  criti- 
cal to  successful  welfare  programs. 

Again,  on  behalf  of  the  24  sponsors,  we  would  ask  that  you 
please  keep  entitlements  and  not  reduce  or  eliminate  its  funding  by 
putting  it  into  block  grant  programs. 

Thank  you. 

[The  remainder  of  the  prepared  statement  of  Ms.  Ortiz  follows:] 
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An  African  proverb  states,  "It  takes  a  village  to  raise  a  child." 
Senator  Domenici.  I  challenge  you  and  the  Budget  Committee  to  join  our  village 
(and  every  village  in  this  country)  in  raising  healthy  children. 

•  Will  you  assist  us  in  getting  Congress  to  understand  that  this  is  a  health, 
education  and  nutrition  program,  not  welfare? 

•  Will  you  assist  us  in  ensuring  that  this  program  is  not  consolidated  into 
a  "block  grant"  which,  in  turn,  would  jeopardize  its  funding? 

•  Will  you  assist  us  in  getting  Congress  to  understand  the  benefits  of  the 
program? 

•  If  you  won't  guarantee  your  efforts  to  continue  funding,  how  do  you  pro- 
pose we  make  up  the  deficiency?  (Especially  with  a  Governor  here  in  New 
Mexico  who  is  cutting  and  vetoing  many  good  programs?) 

[The  prepared  statement  of  Ms.  Ortiz  follows:] 
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TESTIMONy 
OF 

Anita  Ortiz 
Director,  Nifjos  CACFP 

on  behalf  of 


Child  and  Adult  Care  Food  Program  Sponsors 
in  the  state  of  New  Mexico 


regarding 
H.R.4  ~  The  Personal  Responsibility  Act  of  1995 


Submitted  to: 

The  Senate  Budget  Committee 

Chairman  Pete  V.  Domenici 

Albuquerque,  New  Mexico 


on 


April19.  1995 
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*♦*  ♦♦*  *♦• 


NEW  MEXICO  is  a  state  which  recogniiet  and  fully  supporu  programs  which 
are  essential  for  the  development  and  strengthening  of  our  children 
Tomorrow's  leaders. 
Tomorrow's  future. 
Our  Society  of  Tomorrow 


"It  Ukes  a  village  to  raise  a  child!" 


African 


rJ 
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CHILD  AND  ADULT  CARE  FOOD  PROGRAM  (CACFP) 

The  Child  and  AdxJt  Care  Food  Program  (CACFP)  is  a  United  State*  Department  of  AgricuJture 
funded  program  which  allows  for  payment  of  nutritious  meals  served  in  any  setting  which  cares 
for  children  or  disabled  adults  for  less  than  24  hours.  The  program  is  administered  through  the 
Family  Nutrition  Bureau  of  Children.  Youth  and  Families  Department  Program  sponsors  are 
not-for-profit  organizations,  government  entities,  or  for-profit  entities  serving  at  least  25%  of 
Title  20  recipients.  During  the  1992-1993  fiscal  year  the  average  daily  attendance  al  sites  served 
in  the  CACFP  was  over  31,000  in  New  Mexico.  Sponsoring  organizations  and  individual  child 
care  providers  receive  reimbursements  for  meals,  as  well  as  nutrition,  food  service  and  day  care 
operations. 

CHILDREN,  YOUTH  AND  FAMILIES  DEPARTMENT 

Piti;vRNTivs  SERviaa  Division;  Family  NLmunos  Bureau 

The  mission  of  the  Family  Nutrition  Bureau  is  to  ensure  the  provisioo  of  nutritious  meals  to 
eligible  children  and  thereby  improve  the  health  and  nutritional  status  of  children  in  New 
Mexico.  The  bureau  operates  two  large  federal  food  programs,  the  Adult  and  Child  Care  Food 
Program  and  the  Summer  Food  Program. 

The  purpose  of  the  Child  and  Adult  Cure  Food  Program  is  to  ensure  that  children  and  child  care 
centers  and  family  child  care  homes  receive  nutritious  meals  while  in  attendance. 

The  family  child  care  home  portion  of  the  program  currently  reimburses  over  6,700  family  child 
care  providers  through  community  based  sponsoring  organizations  for  nutritious  meals  served  to 
children  in  their  care  for  up  to  three  meals  per  day. 

The  Child  Care  Center  portion  of  the  program  rcimbiirses  child  care  centers  whether  they  are  part 
lime,  full  day,  or  before  and  aAer  school  care. 

The  Summer  Food  Program,  which  is  on  extension  of  the  school  lunch  program,  provides 
reimbursement  to  community  organizations  for  nutritious  meals  served  to  children  1-18  years  of 
age  while  school  is  not  in  session. 

In  addition  lo  providing  reimbursement  for  nutritious  meals  to  child  care  providers,  the  Child 
and  Adult  Care  Tood  Program  rcimburse.s  Adult  Day  Care  Centers  for  meals  served  to  adults  in 
need  of  day  care  for  medical  or  other  reasons.' 


'Children,  Youth  and  Famihes  Department;  1992/93  Annual  Repurt:  C.  Wayne  Powell, 
Secretary;  page  16. 
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FcdcraJ  Nutrition  programs  such  as  CACFP  are  an  caonnous  success  story,  built  with  bi-partisan 
support  from  Congress  over  many  years.  Study  after  study  has  documented  the  effectiveness  and 
success  of  these  programs,  which  have  been  proven  to  enhance  the  health  and  educadon  of  our 
children,  saving  money  in  the  long  term. 

In  the  slMe  of  New  Mexico  wc  speak  with  pride  of  the  sponsors  of  the  Child  and  Adult  Care 
Food  Program.  As  of  1984,  the  CACFP  has  been  operating  under  the  sponsorship  of  not-for- 
profit  organizations.  Under  the  present  system,  here  in  New  Mexico,  reimbursement  money  plus 
administrative  money  arc  channeled  through  the  Department  of  Childien,  Youth  and  Families  to 
the  24  CACFP  sponsors  that  are  under  this  umbrella. 

As  sponsors,  we  disburse  reimbursement  claims  to  the  family  home  day  care  providers  who  arc 
registered  to  participate  in  CACFP.  While  there  is  no  perfect  system,  wc  have  been  operating 
under  this  system  for  over  ten  years  and  all  twenty-four  sponsors  agree  that  this  system  has  been 

working  very  efficiently. 

Sponsors  conunue  operation  of  CACFP  through  community  based  and  culturally  sensitive 
sf>onsoring  organizations.  The  adoption  of  state  wide  community  based  sponsors  provided  a 
unique  opportunity  to  best  serve  all  areas  of  the  state,  including  the  most  remote  and  rural  areas. 
This  system  has  proven  to  be  most  suitable  and  has  allowed  for  expansion  and  stability  of  the 
program.  CACFP  sponsors  are  committed  to  improving  child  care  services  to  every  New  Mexico 
family. 

♦  MISSION 

CACFP  sponsors  ensure  nutritious  meal  service  for  children  and  adults  in  eligible  child  care 
settings,  thereby  improving  their  health  and  nutritious  status  through  organized  support  and 
professional  training.  CACFP  is  deeply  committed  to  training  as  the  way  to  enable  providers  to 
improve  the  quality  of  care  that  they  give.  Scheduled  trainings  include  Regional  Early  Care  and 
Education  Conferences,  as  well  as  sponsor  training  and  individual  on-sight  training  sessions. 

♦  PROGRAM  OBJECTIVES 

♦  To  provide  training  that  will  aid  in  assuring  nutritious  food  to  children  and  adults  enrolled 
\n  organized  day  core  services. 

^  I'o  foster  the  national  emphasis  on  increasing  and  improving  health  promotion  efforts  and 

day  care  by  providing  training  pertaining  to  the  issues  for  day  care  providers. 

♦  To  make  available  reading  materials  that  ensure  safety  in  tlie  home. 

♦  To  coordinate  training  opportunities  with  other  bureaus  and  programs  in  the  community. 
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CUTLD  CARE  PROVIDERS  NEED  SUPPORT  AND  TRAINING 
TO  ENHANCE  THE  SERVICES  THAT  THEY  PROVIDE 

In  1985  CACFP  sponsors  met,  spending  long  hours  and  working  very  diligently,  developed  NEW 
Mexjco  REiJUU  TiufJS  Governing  wr  Recistra  tion  of  Cjuld  Cam  Food  Program  Da  r  Care 
HOMOi'.    This  document  ensures  that  all  New  Mexico  CACFP  providers  arc  governed  by  the 
same  health,  safety  and  nutrition  requirements.  This  also  ensures  accountability  and  safely  for 
the  good  of  all  children. 

This  set  of  regulations  was  well  researched  and  is  well  implemented  by  CACFP,  and  the 
regulations  have  become  the  high  standard  by  which  other  agencies  would  like  to  model  their 
registration  processes.  Beginning  in  April  of  1995.  Preventive  Services  Division  Staff  of  New 
Mexico  has  been  utiliang  CACFP  sponsors  to  register  participants  in  their  program  to  assure  that 
all  family  child  care  homes  participaUng  in  Child  Care  Assistance  Programs  become  registered 
and  arc  therefore  monitored.  Through  the  initial  contact,  CACFP  sponsors  are  able  to  provide 
technical  assistance  to  providers  to  help  them  meet  minimum  health  and  safety  requirements  and 
to  encourage  them  to  do  and  learn  more  about  the  field  of  child  care.  It  also  allows  providers 
access  to  otlicr  training  opportunities  and  community  resources  in  nutrition  and  education. 

As  members  of  the  Southwest  Region  CACFP  Sponson  Association,  we  proudly  report  that 
CACFP  in  New  Mexico  ij  seen  u  a  role  model  for  other  itatcs  becaoie  of  our  high 
standards  on  rules  and  regulationj,  qualificadonj  for  eorollmcnt  and  for  rctentioo  of 
participation. 

Over  the  pu5t  teu  years,  we  have  seen  growth  both  in  enrollment  numbers  (currently  6,700 
family  home  day  care  providers)  and  in  the  number  of  children  being  fed  nutritious  mealj 

(33,500  served  daily).  The  growth  is  not  only  in  our  numbers,  but  in  the  training  that  has 
become  available  lo  these  providers.  Through  all  of  these  years  we  have  seen  the  quality  of  day 
care  enriched  because  of  the  opportunities  provided.  Currently,  the  6,700  day  care  providers  who 
arc  registered  with  CACFP  receive  high  technical  training  in  the  areas  of  nutrition,  child  care 
and  early  childhood  development.  As  we  embark  on  our  "new  role"  as  co-spor^rs  in  the  fiscal 
year  1 995/96,  our  goals  of  educating  providers  in  the  seven  general  early  care  and  education 
competency  ureas  can  and  will  become  a  reality  ~  only  if  our  funding  continues  at  the  Federal 
Level 

As  community  based  sponsors  of  CACFP,  continuing  under  the  present  system,  CACFP  as 
"ENTITLEMENT*,  not  block  grants,  wc  can  only  visualize  bigger  and  better  programs  to  assure 
proper  development  and  strengthening  of  our  child  care  providers  and  our  children  ~  our  society 
of  tomoaow. 


^ew  Mexico  Regulations  Govcminy  the  Rffistration  of  Child  Care  Food  Prot?ram  Dav 
Care  Homes  ~  Document  enclosed. 
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BENEFITS  OF  THE  CHILD  AND  ADULT  CARE  FOOD  PROGRAM 
IN  THE  STATE  OF  NEW  MEXICO 

As  of  September  30,  1 994,  Child  Nutrition  Programs  such  as  the  Summer  Food  Service  Program, 
the  Child  and  AduJt  Care  Centers  and  the  Child  and  Adult  Care  Family  Home  Program,  served  an 
average  of  1 75,959  children.  The  programs  offer  many  benefits  to  our  stale,  our  children  and 
their  parents,  and  the  operuiion  of  child  care  businesses.  See  enclosed  reports  with  cover  CACFP 
Breakout  by  County  and  Program  ~  FY  ending  9/30/94  and  Fact  Sheet:  Impact  ofHB99 
Proposed  Family-Based  Nutrition  Block  Grant  on  CA  CFP  urui  Summer  Food  Service  Program 
in  New  Mexico. 

•>  FOR  CHILDREN 

Children  ore  receiving  nutritious,  well  boloiuxd  meals  and  snacks.  Learning  is  enhanced  because 
children  who  arc  well  fed  Icom  substantially  better  than  children  who  lack  proper  nutrition. 
"Hungry  Kids  Cannot  Ltam  "  President  Richard  Nixon  said  of  the  federal  responsibility  for 
nutrition  programs,  "A  child  ill  fed  is  dulled  in  curiousness,  lower  in  stamina  and  distracted 
from  teaming. " 

Children  are  educated  in  their  most  formaUve  years  to  make  wise  food  choices. 

Children  have  the  benefit  of  being  cared  for  by  a  provider  who  is  more  confident  in  the 
knowledge  that  she  or  he  has  a  constant  source  of  support  in  CACFP. 

♦  FOR  WORKING  PARENTS  AND  WORKING  FAMILIES 

Parcnt:>  have  the  assurance  that  their  child  is  receiving  well  balanced  meals  from  a  provider 
educated  in  busic  nutrition,  health  and  food  preparation  safety. 

For  many  families,  child  care  is  already  the  third  largest  expense,  next  to  the  mortgage  or  rent, 
and  food.  Child  care  providers  must  charge  for  the  day  care  services  that  they  provide,  however, 
the  reimbursement  received  from  CACFP  allows  them  to  to  keep  rates  at  affordable  levels. 

A  child  who  has  the  opportunity  to  eat  nutritious,  balanced  meals  will  likely  experience  less 
illness  and  fatigue,  will  develop  at  normal  physical  and  intellectual  paces,  and  will  be  a  happier 

child. 

♦  FOR  C:aCFP  PROVIDERS 

Providers  receive  reimbursement  for  meals  that  they  serve  the  children  in  their  care  which  meet 
US  DA  requirements.  Tliis  monthly  reimbursement  increases  the  visibility  of  these  small 
business  operators  in  addition  to  helping  providers  to  serve  meals  that  arc  adequate  in  quantity 
and  quality  in  the  face  of  rising  food  prices. 
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Providers  receive  ongoing  nutrition  education  through  in-home  visits  and  workshops  which 
encourage  professionalism. 

♦  FOR  OIJR  STATE 

There  arc  currentJy  6.700  registered  CACFP  providers  in  the  slate  of  New  Mexico  participating 
in  ihc  food  progrtun.  These  small  businesses  arc  invaluable  to  our  states  economy,  allowing 
parents  to  contribute  to  the  work  force  in  New  Mexico  by  providing  care  for  their  children. 

The  reimbursement  provided  to  care  givers  is  always  inve.sieU  back  into  local  economy  because 
the  food  necessary  to  meet  the  nutrition  requirements  of  the  food  program  is  purchased  locally. 
Local  purchases  also  effect  our  agricultural  and  ranching  industries. 

♦  FORTHERmmH 

Children  who  receive  adequate  nutrition  as  young  children  have  less  needs  for  additional 
services,  especially  health  care  and  remedial  cducalioiuJ  services  later  in  life.  Studies  show  that 
this  results  in  actual  cost  savings  to  our  currently  pressed  tax-supported  service  delivery  systems. 

We  know  that  the  early  childhood  years  are  critical  to  a  child's  development  as  well  as  to  the 
formation  of  lifelong  eating  habits.  The  1 994  Carnegie  Starting  Points:  Meeting  the  Needs  of  our 
Younycst  Children  documents  to  an  even  greater  degree  the  fact  that  **how  individuals  function 
from  preschool  tlirough  adulthood,  hinges,  to  a  significanl  extent,  on  their  experiences  before  the 
age  of  three."  Future  productivity,  cognitive  and  social  development  of  young  children  would  be 
negatively  impacted  by  cutting  or  eliminating  CACFP. 

For  the  reasons  suted  above,  the  CACFP  sponsors  cry  out  to  you  to  learn  all  the  facts,  and  not  to 
support  eJTorts  to  include  CACFP  in  iux  "block  grant" 


The  CACFP  spunsun  in  New  Mexico  oppose  indui ion  of  our  progranu  in  the  PRA  on  tlic 
grounds  that  these  arc  nutrition  and  education  programi.  NOTwrt  pare  programs.  We 
oppose  "block  grants"  for  CACFP. 

Wc  raise  these  concerns  because  of  the  uncertainty  of  the  future  of  CACFP,  not  only  in  the 
state  of  New  Mexico,  but  acrou  the  United  State*.  Health  of  the  nation's  children  is  a 
national  issue  and  should  not  be  left  up  to  the  itatcs. 

You,  as  chairman  of  the  Senate  Budget  Committee,  can  help  save  our  diildr^I  Can  wc 
count  on  your  support  on  this  usue? 
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301.  CROijp  coMcosma^  nccjuinEMENrsc 

301.1  A  inuxiinuf'i  of  fowr  (HjrvresidenI  duldre«)  ort  ollcr*ed  in  IIm  group 
conposillon. 

301.2  Coregivei'j  own  resideol  d^ildrert  oi»dcr  lix-yeorj-of-oge  coutit  Inio  llw 
yroup  coroposiliun. 

301.3  Theit  ctin  never  be  rnore  Hkmi  two  diildren  wiOer  lwo-yeorj-of-09« 
co<i^i>oied  of  rnsidanis  ond  non-r«sidenls. 

301. <!  There  con  t\ev9r  l>«  Tiore  llwn  lix  children  under  jix-yeorj-of-oge 
ccynpcsed  o(  residents  ond  noiv-residenlj. 

301.5  Shif  1$  ore  utio-xed  providing  ll>«re  ore  nn^tr  n»ore  flion  fowr  noivresident 
':liil'Jrc<i  present  fil  <ii\r  vivrn  motneol  Including  cltonge  of  tltlf  Is. 

301.4  IIkj  r.uiegivnr  •*/lll  lift  |il«y»icoll/  pretmtl  uiui  ulerl  ul  ull  llii«e»  w|»en  (uty 
iiO)i-r<jtlil<;Mt  cliild  l»  |>r«!)«enl. 

302.  I  G  ALTI I  AI-40  SATJl  lY  HEQUII^M£KfrSj 

302.1  Building,  grounds,  nnd  eq*jip>nenl  ore  In  safe  condllioru 

302.2  All  electrical  outlets  williin  reuch  of  childrett  Itove  sofel/  outlets  or  have 
protecting  covers. 

302.3  Mulliple  plugs  (gong  plugs)  will  not  ba  used. 

302. ti  Inside  oreos  used  b/  children  hovs  a  copocity  to  mointoin  on  overage 
lernperoture  of  ol  leosl  48  degrees  fohrenheit. 

302.5  All  gos-firsd  healing  equipment  oitd  water  heolers  ore  provided  with  a 

100%  cuf-off  valve. 

302.4  A  safe  pla/iiig  area  is  provided.  includ!i>g  Inside  und  outside  ureas. 

302.7  Poisons,  toxic  moleriols.  cleoning  substances  ond  slnirp  or  pointed 
objects  ore  It>occessible  lo  children. 

302.8  The  ho<ne  Ixjs,  or  hos  applied  for  inslollollon  of  a  telephone. 

302.9  Emergenc/  numbers  ore  posted  bf  (he  lelephona  including  but  not 
limited  to  fire,  police,  ombuloitce,  ar>d  poison  control. 

302.10  Wl^en  play  oreos  ore  odjoceol  lo  o  highway,  o  bus/  thoroughfare,  or  other 
Ivjzordous  oreos,  lltey  ore  fenced  ond  Ixjve  oi  leost  one  lolclwd  gule 
ovollable  for  e'nergency  exit. 

302.1 1  At  least  one  smoke  detector  Is  instolled  at  on  oppropriole  location  In  the 
ho<ne. 

Chairman  DoMENici.  Virginia  Herrera,  Director  of  CARINO 
YWCA.  Please  proceed,  Virginia. 

STATEMENT  OF  VIRGINIA  HERRERA,  DIRECTOR,  CARINO 
CHILD  CARE  RESOURCE  AND  REFERRAL,  YWCA,  ALBUQUER- 
QUE,  NEW  MEXICO 

Ms.  Herrera.  Thank  you.  Good  morning.  My  name  is  Virginia 
Herrera  and  I  am  the  Director  of  the  YWCA  CARINO  Child  Care 
Resource  and  Referral  Program.  But  most  of  all,  Senator,  I  am  an 
advocate  for  children,  all  children. 
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On  behalf  of  the  children  of  New  Mexico,  I  want  to  thank  you 
for  allowing  me  to  enlighten  you  on  some  of  the  issues  of  child  care, 
particularly  as  they  relate  to  pre-school  food  programs.  I  would  like 
to  give  you  a  little  bit  of  history  on  food  programs. 

You  have  been  given  lots  of  history  today,  but  I  will  give  you  a 
little  more.  During  his  Presidency — and  I  keep  losing  my  voice. 

Chairman  DOMENICI.  Just  take  your  time.  Have  you  got  some 
water  there? 

Ms.  Herrera.  Well,  I  have  a  cold. 

Chairman  DOMENICI.  Oh,  all  right. 

Ms.  HERRERA[continuing].  Herbert  Hoover,  Republican,  1928- 
1932,  expressed  his  humanitarian  concern  for  the  underprivileged 
by  convening  the  White  House  Conference  on  Child  Health  and 
Protection.  The  resulting  Children's  Charter  promised,  among 
other  things,  for  every  child  from  birth  through  adolescence,  the 
promotion  of  health  through  pure  food,  pure  milk,  and  pure  water. 

Food  programs  in  this  country  are  as  old  as  World  War  I  when 
commodity  programs  were  first  established  under  Herbert  Hoover, 
then  Food  Administrator  for  the  Belgium  Relief  Commission. 

With  the  arrival  of  World  War  II,  it  was  found  that  many  of  the 
young  men  drafted  into  service  were  malnourished  and  undernour- 
ished; thus,  the  continuation  and  the  expansion  of  commodity  pro- 
grams. 

In  1944,  my  own  mother,  Josefita  U.  Lucero,  petitioned  the  De- 
partment of  Agriculture  for  food  commodities  to  feed  her  poverty- 
stricken  students  at  a  New  Mexico  rural  school  in  a  village  called 
La  Canada  de  Los  Alamos. 

With  the  help  of  the  village  mothers,  she  cooked  a  hot  lunch  for 
her  60  students.  A  mother  of  12  children  herself,  she  knew  that 
hungry  children  could  not  learn.  The  photos  that  I  handed  you. 
Senator,  illustrate  the  poverty  level  of  the  children  in  the  pictures. 
She  wrote  her  reading  books  on  poster  boards,  because  she  had  no 
books  for  the  children,  and  most  of  the  children  did  not  own  shoes. 

Chairman  DOMENICI.  Is  that  her  at  the  blackboard  there? 

Ms.  Herrera.  Yes. 

Chairman  DOMENICI.  She's  pointing  to  "Ride,  ride,  ride." 

Ms.  Herrera.  Right.  And  the  other  picture  shows  her  receiving 
commodities  from  the  Department  of  Agriculture. 

While,  we  have  come  a  long  way,  children's  advocates  are  fearing 
that  we  will  return  to  some  of  those  days.  Many  of  us  are  afraid 
that  funding  cuts  will  put  marginally  poor  children  into  categories 
that  will  no  longer  afford  them  the  basic  necessities  of  good  nutri- 
tion and  good  child  care. 

Most  advocates  are  anxious  for  welfare  reform,  but  please,  do  not 
throw  away  the  baby  with  the  bath  water.  Advocates  for  children 
are  concerned  with  the  nutritional  provisions  of  welfare  reform; 
namely  that  they  deny  proper  nutrition  to  millions  of  children  who 
otherwise  do  not  get  a  square  meal  in  a  day.  The  potential  for  med- 
ical costs  could  skyrocket. 

Advocates  are  also  afraid  that  welfare  reform  weakens  protec- 
tions for  children's  safety  in  child  care.  In  the  March  1995  Third 
Annual  Survey  of  Child  Care,  "Working  Mother"  magazine  cited 
the  following  problems  with  child  care.  One  is  the  low  pay  for 
caregivers.  In  this  country,  we  pay  zookeepers  $12  an  hour  on  aver- 
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age  to  take  care  of  animals,  and  we  require  that  they  have  a  degree 
in  zoology.  We  pay  children  keepers  $4.50  an  hour  and  we  do  not 
require  them  to  have  any  education. 

Chairman  Domenici.  We  must  assume  that  the  little  kids  are 
more  intelligent  than  the  elephants. 

Ms.  Herrera.  The  second  problem  cited  by  the  survey  was  insuf- 
ficient funds  to  make  care  available  to  all  children;  the  third  was 
failure  to  adequately  monitor  health,  safety,  and  other  regulations; 
the  fourth  is  the  critical  shortage  of  child  care,  especially  for  in- 
fants and  toddlers;  the  fifth,  the  high  cost  of  quality  child  care;  and 
the  sixth,  the  continuity  of  child  care. 

A  March  5th  Parade  magazine  article  on  hunger  reported  that 
the  Food  Research  and  Action  Center  reported  that — this  is  an  or- 
ganization working  to  alleviate  hunger,  and  they  reported  that  mil- 
lions of  people  in  the  United  States  endure  hunger.  Their  national 
report  reveals  that  more  than  five  million  American  children  under 
the  age  of  12  go  hungry  each  day. 

According  to  the  1994  Kids  Count,  a  study  published  by  the  New 
Mexico  Advocates  for  Children  and  Families,  there  are  130,000  or 
one  in  every  three  children  in  New  Mexico  living  in  poverty;  79,000 
children  in  New  Mexico  need  child  care;  11,000  children  in  New 
Mexico  depend  on  subsidies  for  child  care. 

With  this  little  bit  of  background  and  history,  now  let  me  tell  you 
why  the  food  programs  work.  First  of  all,  the  basic  fact  is  that  they 
feed  children,  and  second,  they  help  women  create  opportunities  for 
employment.  Taking  care  of  children  in  your  home  is  a  very  big  in- 
dustry in  this  country  that  is  not  recognized,  but  it  is  a  cottage  in- 
dustry. 

Another  basic  fact  is  that  this  is  a  nutrition  program.  It  is  not 
a  welfare  program.  It  was  placed  under  the  Department  of  Agri- 
culture and  not  under  the  Department  of  Human  Services  for  that 
reason.  The  issue  here  is  children,  not  simply  welfare  or  poor  chil- 
dren. 

Notwithstanding  economic  status,  many  children  spend  most  of 
their  day  with  a  care  provider.  Sometimes  the  meals  the  children 
receive  from  these  programs  are  the  best  meals  of  the  day.  They 
can  make  the  difference  between  Kool-Aid  and  milk,  vegetables  or 
popcorn,  and  chicken  and  turkey  or  bologna. 

Providers  registered  with  food  programs  receive  education  on  nu- 
trition, CPR,  resources  on  discipline,  age  appropriate  activities,  and 
they  must  meet  safety  standards  as  required  by  the  Fire  Marshal. 
All  of  this  training  helps  providers  to  prepare  children  for  kinder- 
garten. In  turn,  providers  develop  positive  attitudes  toward  the 
work  they  do  in  lieu  of  the  low  pay  it  provides. 

The  Food  Program  allows  community-based  services  because  the 
contact  person  goes  to  the  home.  The  Food  Program  provides  incen- 
tives to  caregivers  to  stay  above  ground.  When  they  do  this,  they 
pay  taxes,  they  meet  regulations,  they  become  better  educated,  and 
as  a  result,  they  provide  better  care. 

Also,  the  need  for  infant/toddler  care  is  met.  Even  if  centers  are 
readily  available,  they  usually  do  not  take  infants  and  toddlers. 
Food  programs  see  to  it  that  a  caregiver's  pets  are  vaccinated,  that 
children  are  immunized,  when  one-third  of  New  Mexico's  children 
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are  not,  and  they  themselves  receive  letters  of  good  health  and  TB 
tests. 

I  am  going  to  skip  a  lot  of  the  other  points  that  I  was  going  to 
make  because  they  are  in  the  record,  but  I  do  want  to  make  one 
final  statement  and  that  is,  I  would  like  for  you  to  consider  that 
more  persons  off  welfare  means  more  child  care  slots  are  needed, 
not  fewer. 

As  Americans,  we  need  to  understand  that  good  child  care  keeps 
America  working.  Good  child  care  invests  in  the  future  by  helping 
children  learn.  Good  child  care  helps  families  stay  together,  and  a 
good  welfare  reform  program  cannot  succeed  without  good  child 
care. 

Never,  never  forget  that  safe  and  healthy  children  today  will  be 
stable,  productive  citizens  tomorrow.  Invest  in  good  child  care 
today  and  reap  good  citizens  tomorrow.  Thank  you. 

Chairman  DOMENICI.  Thank  you  very  much. 

[The  prepared  statement  of  Ms.  Herrera  follows:] 
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raarxxoinr  at  0I1ATB  budqit  comxxttu  Hxutziiot 
DsrxczTS  un>  poblzc  nuoawxta,   do  thby  MATTta? 

ClMixBAB  V«ttt  V.  Ooaanlol 
JObuqu^rqaVf  V«v  M«xiao 
«mlt)i-BxMh«x  Xall 
JLlbuqu«rqtt«#  T-VZ 
717  ualvvrslty  Boulevard «  SB 

My  noBa  Is  Virginia  L.  Harrera,  I  aa  Director  of  CARINO  Child 
Care  Raaource  and  Rafarral  and  an  employee  of  the  YWCA  of 
Albuquerque.  Most  of  all,  I  aa  an  advocate  for  children.  The  YWCA 
of  Albuquerque  was  established  in  1910,  two  years  before  statehood 
and  it  has  been  in  continuous  operation  ever  since. 

During  his  presidency,  Herbert  Hoover,  (Republican  1928-32} 
expressed  his  humanitarian  concern  for  the  underprivileged,  by 
convening  a  White  House  Conference  on  Child  Health  and  Protection. 
The  resulting  "Children's  Charter"  promised  among  other  things, 
"For  every  child  from  birth  through  adolescence,  the  promotion  of 
health....,  pure  food,  p\ire  milk  and  pure  water.  ..."For  younger 
children,  nursery  schools  and  kindergartens  to  supplement  home 
care." 

Food  programs  in  this  country  are  as  old  as  world  War  I,  when 
commodity  programs  were  first  established  under  Herbert  Hoover, 
Belgian  Relief  Commission,  Food  Administrator.  With  the  arrival  of 
World  War  II,  it  was  found  that  many  of  the  young  meh  drafted  into 
service  were  malnourished.  Thus,  the  continuation  and  expansion  of 
the  commodity  programs. 

In  1944  my  own  mother,  Joseflta  U.  Lucero,  petitioned  the 
Department  of  Agriculture  for  food  commodities  to  feed  her  poverty 
stricken  students  at  a  New  Mexico  rural  school  in  a  village  called 
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Zji  CaAmda  d«  Loa  XIubos.  ULth.  t^a  h«lp  of  the  villa?*  mothers,  ebe 
cooked  a  hot  lunch  for  hor  60  studonts.  A  mother  of  twelve 
children  herself,  ehe  was  well  aware  that  hungry  children  cannot 
learn.  Enclosed  Is  a  photo  of  one  of  her  classrooms.  The  poverty 
level  of  the  children  in  the  picture  is  so  high,  that  she  %nrote  the 
reading  boolcs  on  poster  boards  because  she  did  not  have  any  books 
for  the  children.  Most  of  the  children  did  not  own  shoes. 

While  we  have  come  a  long  way,  children's  advocates  are 
fearing  that  we  will  return  to  those  days.  Kany  are  afraid  that 
funding  cuts  will  put  narglnally  poor  children  into  categories  that 
will  no  longer  afford  thea  the  basic  necessities  of  good  child  care 
and  good  nutrition. 

Most  advocates  are  anxious  for  Welfare  Reform,  but  many  are 
afraid  that  we  will  throw  away  the  baby  with  the  bath  water. 
Advocates  for  children  are  concerned  that  the  nutritional 
provisions  of  Welfare  Reform  deny  proper  nutrition  to  millions  of 
children,  who  otherwise  do  not  get  a  square  meal  in  a  day.  The 
potential  for  medical  costs  could  skyrocket,  as  more  and  more 
children  are  bom  disabled  and  handicapped.  Advocates  are  also 
afraid  that  Welfare  Reform  weakens  protections  for  children's 
safety  in  child  care. 

In  the  March,  1995  Third  Annual  Survev  of  Child  Care.  Working 
Mother  Magasine  cited  the  following  problems  with  child  care: 
Lov  pay  for  oaregiyers 

insuffloieat  funds  to  make  oare  available  to  all  ohildren 
yailure  to  adequately  monitor  health,  safety  and  other 

regulations 
critloal  Shortages  of  child  oare,  espeolally  for  infants  and 

2 


378 
teddl«r« 

Sigh  cost  of  quality  oar* 

coatlnult7  of  ohlld  oaro 

Tho  aurvay  citoa  atate  by  atato  and  for  Kew  Mexico  it 
daclaraa«  "Child  cara  ia  iaproving  rapidly  here,  thanka  to  federal 
Bonay  that  haa  helped  the  atate  atreaallne  it  a  child  care  prograaa 
by  organizing  several  regional  training  conferences  for  caregivers 
and  by  working  on  expanding  the  resource  and  referral  aystem."  The 
Boat  recent  attenpt  to  continue  the  expansion  went  down  xinder 
Covemor  Johnson's  veto  pen. 

The  March  5,  1995  Varada  Magasi&e  article  on  hunger  reported 
that  the  Food  Research  and  Action  Center,  a  non-profit  organization 
worldng  to  alleviate  hunger,  haa  juat  reported  that  Billions  of 
people  in  the  United  States  endure  hunger.  Their  national  report 
reveals  that  acre  than  5  Billion  ABerican  children  under  the  age  of 
12  go  hungry  each  Bonth. 

According  to  1994  XZD8  CODST,  a  study  ptiblished  by  the  New 
Mexico  Advocatea  for  Children  and  FaBllies,  there  were  130,000  or 
one  in  three,  children  living  in  poverty  in  New  Mexico.  79,000 
children  have  both  or  their  only  parent  in  the  labor  force  and  are 
in  need  of  child  care.  ll,000  children  in  New  Mexico  depend  on 
subsidies  for  child  care. 

With  that  little  bit  of  background  and  history,  now  let  ae 
tell  you  why  food  preenraaa  work.  First  is  the  basic  fact  that  they 
feed  children.  Another  basic  fact  is  that  this  is  a  nutrition 
prograB  and  not  a  welfare  prograa.  The  issue  here  is  all  children, 
not  simply  welfare  or  poor  children. 

Not  withstanding  economic  status,  children  spend  most  of 
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UMir  day  vitli  tJi*  car*  provider.  Soaa^lBMS,  ^ba  maals  «litts« 
chlldran  z«e«iv«  froK  thes*  prograas  ara  the  best  meals  or  their 
day.  The  food  progrmma  make  the  difference  between  Kool  aid  or 
Bilk;  fruit  and  vegetables  or  popcorn;  has,  chicken  and  tvurkey  or 
baloney. 

Providers  registered  with  the  food  programs  receive  education 
on  nutrition.  CPR,  resources  on  discipline,  age  appropriate 
activities,  and  they  must  meet  safety  standards  as  required  by  the 
fire  marshall.  All  of  this  training  helps  providers  to  prepare 
children  for  kindergarten.  In  turn,  providers  develop  positive 
attitudes  to%fards  the  work  they  do.  In  lieu  of  the  low  pay  It 
provides. 

-  The  food  programs  allow  community  based  services  because  the 
contact  person  goes  to  the  home.  Under  the  present  system,  there 
Is  no  welfare  stigma.  The  food  program  provides  Incentives  to  care 
givers  to  stay  above  ground.  When  they  do  this,  they  pay  taxes, 
meet  regulations,  become  better  educated  and  as  a  result,  provide 
better  care.  Also,  the  need  for  Infant/toddler  care  Is  met.  Even 
If  centers  are  readily  available  In  rural  areas,  they  usually  do 
not  take  Infants.  In  metropolitan  areas.  Ilka  Albuqpierque,  most 
centers  do  not  take  Infants  and  toddlers.  Pood  programA  see  to  It 
that  a  care  giver's  pets  are  vaccinated,  that  children  In  their 
care  are  Immunized,  (when  1/3  of  New  Mexico's  children  are  not), 
and  that  they  themselves  receive  letters  of  good  health  and  have  TB 
tests. 

Food  program  sponsors  help  to  ensure  the  quality  of  child  care 
by  making  a  minimum  of  four  monitoring  visits  a  year.  At  these 
visits,  they  monitor  the  grounds  and  the  children.    The  state 
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licanaing  buramu  provldoa  only  ono  vlal^  a  y«ar  ^o  a  lio*ns«d 
provider.   These  aonltorlng  visits  find  and  investigate  fraud. 

Some  probleas  that  could  arise  from  means  testing  the  program 
are  as  follows: 

Parents  who  do  not  meet  the  teat  might  not  be  able  to  pay 
additional  fees  that  will  be  required  of  them  to  pay  for  food. 
This  could  result  in  a  %rhole  new  crop  of  latchJcey  children  as  young 
as  six  or  seven  years  of  age.  These  same  children  might  be  left  in 
charge  of  even  younger  children. 

-  Children  become  stigmatized  as  welfare  children. 

If  the  means  test  is  administered  to  providers  by  the  census 
track,  only  providers  in  totally  poor  areas  of  town  will  qualify. 
However,  we  all  know  that  Albuquerque  has  pockets  of  poverty  in  all 
areas.  The  North  Valley  is  a  prime  exaa^la.  There  can  be  a 
million  dollar  home  next  to  very  poor  home. 

If  the  test  is  administered  to  parents,  the  paper  work 
resulting  from  the  testing  will  be  insurmountable,  adding  yet 
another  layer  of  bureaucracy.  Worst  of  all,  the  lack  of  nutrition 
education  in  this  country  is  appalling.  A  cover  story  in  Time 
Magailne,  January  16,  1995  entitled  "Tb«  Plumping  of  America"  says 
that  **Kids  eat  nothing  but  junk  food.  Liam  Henessey,  a  special-ed 
teacher  from  San  Francisco,  watches  students  cpen  lunches  their 
parents  pack  for  them,  and  gobble  up  the  Oreos  and  Pop-Tarts  and 
toss  the  sandwiches."  Consequently,  income  level  in  this  country, 
is  net  necessarily  a  measxire  of  quality  and  nutrition.  A  good 
local  example  is  a  new  child  in  the  care  of  a  PAN  provider.  The 
provider  asked  for  assistance  with  the  child  because  he  was  losing 
his  hair.   A  search  of  his  nutrition  showed  that  the  child  was 
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aalnourlshed,  whils  not  poor.   Four  aontha  vi'th  «h«  provldar  and 
th«  child**  hair  vaa  growing  atrong  and  healthy. 

Finally,  Z  would  aak  the  panal  to  consider  the  following: 
More  parso&a  off  velfara  maaaa  aora  ehlld  eara  alots  are  aaad«d» 
act  favar.  as  J^arloaaa  wa  aaad  to  uadarataad  thatt 
Ooed  ohlld  oara  keeps  Aaerloa  vorklag. 

Oood  child  ear*  invests  ia  the  future  by  helpiag  ohildrea  lean, 
flood  ohild  eare  helps  faallies  stay  together. 

X   good  welfare  refom  prograa  oaaaet  aueeead  without  good  child 
care. 

Hover,  never  forget  that  aafa,  healthy  children  today,  will  be 
productive  adults  tomorrow.  Invest  in  good  child  care  today  and 
reap  good  citizens  tontorrowl  1 


;Ll1    r.....;./.^' 


Chairman  DOMENICI.  I  do  not  think,  just  because  we  applauded 
for  our  young  lady  from  T-VI,  that  we  ought  to  be  applauding,  so 
if  you  would  please  not  applaud  anymore,  it  would  be  nice.  Nor- 
mally we  do  not  applaud  at  these  hearings,  but  if  you  really  get 
carried  away,  that  is  all  right.  I  am  not  going  to  do  anything,  right? 
I  might  adjourn  and  go  elsewhere.  Take  this  committee  to  another 
State.  Then  they  will  not  applaud  there;  they  will  boo  me. 
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But  anyway,  let  me  ask  just  one  question  and  then  make  one  ob- 
servation. Virginia,  the  Child  and  Adult  Care  Feeding  Program 
that  you  run,  what  would  happen  and  how  would  the  program  be 
affected  if  a  means  test  was  put  in  the  program?  In  other  words, 
what  portion  of  your  meals  served  in  the  family  day  care  program 
go  to  families  with  incomes  over  $32,000? 

Ms.  Herrera.  Currently,  we  are  not  means  testing,  so  we  do  not 
have  figures  on  that.  We  do  not  know,  but  once  again,  the  argu- 
ment here  is  not  that  the  child  can  or  cannot  afford  it,  but  that  it 
is  nourished  well. 

Chairman  DOMENICI.  I  understand. 

Ms.  Herrera.  But  I  am  sure  that  with  a  little  bit  of  help  from 
the  Federal  Government,  we  could  do  some  surveys  and  find  out. 

Chairman  DOMENICI.  Well,  I  would  suggest  that  you  get  ready. 

Ms.  Herrera.  OK. 

Chairman  DOMENICI.  Let  me  just  make  one  observation  and 
move  on,  two  observations.  First,  let  me  again  tell  you  how  the 
Senate  will  handle  nutrition  programs  so  you  all  will  not  assume 
that  the  programmatic  changes  either  start  or  stop  with  the  budget 
resolution. 

First  of  all,  most  of  the  nutrition  programs  that  we  are  talking 
about  here  will  be  modified,  reformed,  changed  by  the  Agriculture 
Committee  in  the  United  States  Senate  headed  by  Senator  Lugar 
and  Senator  Leahy  from  Vermont. 

What  the  Budget  Committee  will  do  over  the  next  7  years  is,  it 
will  look  at  the  total  amount  that  the  Department  of  Agriculture 
spends  on  agriculture  subsidies  and  all  of  the  nutrition  programs. 
It  just  happens  that  they  are  in  the  same  boat  and  go  to  the  same 
committee,  and  many  of  them  are  entitlements. 

We  will  tell  that  committee,  if  the  budget  resolution  passes,  that 
that  committee  is,  over  the  next  7  years  but  to  do  it  now,  will 
change  the  law  with  reference  to  everything  that  I  have  just  de- 
scribed, agricultural  subsidies,  which  incidentally  are  only  about 
$13  billion  of  their  total  expenditures  per  year,  and  the  total  ex- 
penditures amount  to  $50  billion. 

So  the  agricultural  subsidies  are  13;  37  are  nutrition  programs 
of  one  type  or  another.  They  will  be  told  in  the  first  year  of  this 
7  years,  you  will  reduce  the  total  programs  within  your  jurisdiction 
by  "X"  billions  of  dollars,  and  in  the  second  year,  by  'T",  and  the 
third  year  by  "Z",  and  the  sum  total  of  savings  then  will  be  added 
up. 

In  2V2  months,  2  to  2^2  months  from  the  time  that  kind  of  reso- 
lution would  pass,  the  Agriculture  Committee  of  the  United  States 
Senate  will,  among  all  these  programs,  will  decide  wherein  they 
are  going  to  get  the  savings. 

We  do  not  have  a  lot  to  say  about  that  except  we  make  some  as- 
sumptions in  the  budget  resolution,  and  I  can  tell  you  we  are  mov- 
ing in  a  couple  of  directions  so  you  would  know.  We  are  moving  in 
the  direction  that  we  would  not  expect  any  significant  reduction  in 
what  we  pay  for  over  the  next  7  years  for  school  lunch  programs. 

School  lunches  are  already  means-tested,  for  anybody  wondering. 
We  are  not  giving  free  lunches  to  people  who  can  afford  it.  That 
is  what  we  mean  when  we  say  it  is  means-tested. 
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The  Food  Stamp  Program  will  be  reformed  in  some  ways,  but 
cannot  tell  you  for  sure,  but  the  House  opted  not  to  put  it  in  a 
block  grant.  So  it  is  part  of  the  Nutrition  Program,  albeit  not  part 
of  this  panel.  It  is  part  of  the  safety  net  of  nutrition. 

It  would  seem  that  the  Senate,  on  that  one,  may  be  a  bit  more 
rambunctious  than  the  House.  They  are  thinking  about  putting  it 
in  a  block  grant.  I  noticed  that  there  are  all  different  kinds  of  opin- 
ions about  it,  but  essentially  I  am  giving  you  the  straight  scoop,  I 
believe,  at  this  point. 

We  will  assume  some  savings  in  the  program  that  you  are  part 
of,  Ms.  Herrera,  on  the  basis  of  some  kind  of  means  testing.  We 
have  no  alternative  unless  we  are  going  to  say  we  will  find  no  sav- 
ings in  these  programs,  no  reductions  in  taxpayer  expenditures. 

Now  beyond  that,  obviously,  I  just  want  to  anecdotally  tell  all  of 
my  fellow  New  Mexicans,  and  many  of  you  are  here  for  particular 
causes  and  they  are  all  great  causes,  that  over  the  past  3V2  to  4 
weeks,  I  have  had  a  lengthy  pilgrimage  of  good  New  Mexicans  to 
my  office  in  Washington. 

I  regret  to  tell  you  that  every  group  acknowledges  the  existence 
of  a  deficit.  That  is  something  that  we  can  no  longer  afford,  every- 
body says  that.  Not  one  yet  has  suggested  that  we  cut  anything 
that  they  come  up  there  supporting.  Now,  that  is  interesting  be- 
cause I  expect  that,  but  I  assume  constituents  do  not  really  expect 
that  that  is  going  to  be  the  final  product. 

For  if  everyone  does  that,  then  we  continue  to  spend  and  we 
have  a  deficit  of  $275  billion  in  a  couple  of  years,  and  going  up,  and 
you  know,  one-on-one,  whether  you  are  in  nutrition,  whether  you 
are  Virginia,  whether  you  are  Anita,  whether  you  are  the  man  rep- 
resenting United  We  Stand,  everybody  will  look  you  in  the  eyes 
and  say,  "We  cannot  continue  that.  We  will  not  have  a  good  life  for 
our  children.  They  will  be  paying  off  our  bills." 

So  I  give  you  that  sort  of  wrap-up,  not  following  a  nutrition 
panel,  but  just  following  on  what  is  going  on  so  far,  and  we  will 
do  our  very  best.  I,  frankly,  am  concerned  about  nutrition.  I  wish 
we  could  find  some  better  ways  to  even  get  nutrition  to  more  peo- 
ple in  the  country  that  are  suffering  from  malnutrition.  I  do  not 
know  how  to  do  that.  I  do  not  write  those  kind  of  bills,  but  essen- 
tially, I  will  do  my  best.  You  gave  us  very  good  testimony. 

Elaine,  I  would  only  say  that  I  think  you  were  a  little  short — 
maybe  you  put  it  in  the  bill,  but  I  think  you  were  a  little  short  on 
publicly  stating  the  kinds  of  things  we  ought  to  do  to  make  your 
job  easier  and  more  effective  and  efficient. 

There  is  no  question  that  the  Federal  Government  is  not,  while 
you  might  favor  it  over  something  else  that  you  do  not  understand 
at  this  point,  but  essentially  we  do  place  too  many  strings  and 
make  too  many  administrative  costs  and  hurdles.  We  put  too  many 
on  you.  We  have  heard  it  from  a  lot  of  people.  You  ought  to  help 
us  try  to  get  those  out  of  the  system,  if  we  are  able  to  get  by  with- 
out significant — you  have  got  them  there? 

Ms.  Keaton.  It  was  submitted  to  you,  yes. 

Chairman  DOMENICI.  So  you  did  not  state  them,  but  I  got  them? 

Ms.  Keaton.  I  would  have  needed  another  green  light. 

Chairman  DOMENICI.  Fine.  You  do  not  have  to  read  it,  just  give 
it  to  us. 
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Thank  you  very  much,  panel,  all  of  you.  It  is  great  to  have  you 
here.  Now  let  us  move  on  to  the  next  panel  and  this  is  the  last  one. 
We  are  now  apparently  an  hour  late. 

Mark  Lautman,  Vice  President  of  Economic  Development,  Rio 
Rancho;  Richard  Santos,  Associate  Professor  of  Economics,  UNM; 
Agnes  Noonan,  WESST  Corp.;  Jon  Barela,  Private  Sector  Council 
on  JTPA;  and  Alex  Sanchez,  President  of  Albuquerque  T-VI. 

Shall  we  get  started  now,  please?  Let  us  start  in  the  order  that 
I  introduced  you  and  have  you  on  my  agenda.  Mark  Lautman,  Eco- 
nomic Development,  Rio  Rancho,  would  you  lead  off,  please? 

STATEMENT  OF  MARK  LAUTMAN,  VICE  PRESmENT  OF 
ECONOMIC  DEVELOPMENT,  RIO  RANCHO,  NEW  MEXICO 

Mr.  Lautman.  Thank  you,  Mr.  Chairman.  I  developed  some  notes 
here  on  what  Federal  programs  seem  to  be  making  a  difference  at 
the  local  job  creation  level. 

Chairman  DOMENICI.  Let  me,  before  he  starts,  so  that  you  in  the 
audience  will  know  as  they  start  talking,  what  the  theme  was. 
They  are  not  held  to  it,  but  we  were  trjdng  to  focus  a  bit  here  on 
Federal,  State  and  private  job  creation  programs.  What  do  we  do 
that  is  helpful  in  that  regard,  and  what  should  we  do,  and  what 
do  we  do  that  is  not  very  helpful. 

Everybody  should  understand,  I  am  not  one  of  those  that  very 
easily  talks  about  the  Federal  Government  growing  jobs.  Our  Presi- 
dent kind  of  talks  that  way;  I  do  not  have  that  philosophy.  I  do  not 
think  the  Federal  Government  grows  jobs,  although  I  think  our 
policies  can  be  creative  and  helpful  or  they  can  be  burdensome  and 
unhelpful. 

But  with  that  little  introduction,  we  are  going  to  take,  Mark,  you 
are  next,  and  then  you  are  next,  Richard,  University  of  New  Mex- 
ico. 

Mr.  Lautman.  I  have  been  a  professional  economic  developer,  ac- 
tually industrial  recruiter,  for  about  13  years.  I  put  3  years  kind 
of  basic  training  in  the  community  of  Grants  right  after  the  ura- 
nium mining  industry  collapsed  out  there,  and  for  the  last  going  on 
10  years,  I  have  been  working  for  the  city  of  Rio  Rancho,  who  start- 
ed the  decade  out  with  virtually  no  economic  base  and  about  20,000 
people. 

The  Federal  programs  that  impact  us  at  the  local  level  where  we 
are  actually  putting  projects  together  and  trying  to  make  it  actu- 
ally happen  fall,  in  my  mind,  into  four  categories.  There  is  eco- 
nomic development  finance  programs,  and  there  is  a  long  list  of 
those;  job  training  programs;  there  is  tax  and  regulatory  policy; 
and  infrastructure  development.  Those  are  roughly  how  I  have 
them  organized  in  my  mind. 

Of  the  economic  development  finance  programs,  the  only  really 
crucial  programs  are  the  SBA-504  and  the  7-A. 

Chairman  DOMENICI.  Would  you  describe  those  just  briefly? 

Mr.  Lautman.  The  SBA-504  Program  is  a  collateral  substitution 
program.  The  problems  that  smaller  companies  have,  and  that  is 
anybody  under  $5  million  in  annual  revenue — which  is  probably  80 
or  90  percent  of  the  traffic  that  we  get  as  economic  developers, 
most  of  the  companies  in  our  economy  fall  into  this  category — have 
a  financing  gap  when  it  comes  to  financing  their  hard  assets,  their 
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productive  assets:  buildings,  facilities,  tenant  improvements,  and 
equipment. 

What  creates  the  gap  is  that  when  a  larger  company  goes  to  the 
insurance  companies  or  the  pension  funds  or  the  larger  major  mar- 
kets, they  can  get  financing  that  matches  the  life  of  their  assets. 

So  if  you  are  buying  a  lathe  to  put  an  additional  person  to  work 
in  your  company,  if  you  are  a  small  company,  the  local  bank  is  only 
going  to  give  you  about  7  years  to  pay  that  off,  probably  5  years. 
The  machine  will  probably  produce  for  20  years. 

A  larger  company.  General  Motors,  probably  gets  a  20-year  loan 
to  pay  off  that  asset,  so  their  annual  payments  on  that  machine  are 
a  fraction  of  what  the  smaller  company  is.  This  difference  in  the 
cost  of  money  to  a  small  company  versus  a  larger  company  that  are 
essentially  in  the  same  market  trying  to  sell  products  in  the  same 
market,  really  wrecks  the  bottom  line  economics  for  a  lot  of  expan- 
sions. 

Chairman  Domenici.  This  Small  Business  Administration  pro- 
gram permits  that? 

Mr.  Lautman.  It  is  really  the  only  one  that  does.  What  it  does 
is  it  basically  comforts  the  bank  on  their  collateral  risk,  their  credit 
risk,  and  to  some  extent,  their  maturity  risk.  They  work  real  well. 
The  SBA  is  making  very  good  loans.  Their  program  loan  rate  is 
way  down,  and  I  would  just  say  categorically,  we  would  be  out  of 
business. 

In  grants,  we  probably  pitched  60  companies,  landed  six  in  the 
3  years  we  were  there.  In  the  9  years  we  have  been  operating  in 
Rio  Rancho,  we  have  pitched  300,  located  32.  We  probably  would 
only  have  done  eight  or  nine  without  these  two  programs. 

It  would  have  been  physically  impossible  for  the  bank  to  accept 
the  loan  if  it  was  not  for  these  two  programs.  There  are  others,  but 
these  are  the  two  main  ones. 

The  Job  Training  Program,  Jon  is  going  to  talk  a  little  bit  about 
that.  The  JTPA  Program,  combined  with  the  State  in-plant  train- 
ing program  that  New  Mexico  has,  which  is  probably  the  best  one 
in  the  country,  probably  shows  the  highest  return  on  investment 
for  public  dollars  of  anything  you  can  find  if  you  trace  the  program 
out  to  what  it  actually  achieves. 

The  tax  and  regulatory  issue,  that  is  a  huge  topic.  I  would  say 
that  right  now,  our  biggest  problem  is  attracting  equity,  capital  to 
industrial  real  estate  projects,  and  it  has  been  real  difficult  since 
the  Tax  Reform  Act  of  1986. 

The  terms  on  loans  are  much  shorter,  which  drive  up  the  pay- 
ments, which  drive  up  the  rents  and  make  the  projects  less  com- 
petitive. As  an  investor,  the  higher  marginal  tax  rates  on  investors 
on  the  upper  income  brackets,  combined  with  the  longer  deprecia- 
tion has  just  made  these  industrial  projects  uncompetitive  with 
other  investment  areas. 

So  if  there  was  a  way  to  adjust  those  depreciation  rules,  at  least 
adjust  them  for  industrial  projects,  it  would  help  us  in  economic  de- 
velopment or  job  creation. 

The  last  area  was  infrastructure  development.  I  think  just  as  a 
general  comment,  we  need  to  maintain  what  we  have  got  built  now 
in  most  places.  If  there  is  any  area  to  go  on  offense  it  is  on  the  in- 
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formation  infrastructure.  We  need  to  try  to  wire  up,  especially  our 
rural  communities. 

I  think  it  is  going  to  be — I  think  the  stakes  are  the  same  for  our 
communities  and  for  a  State  like  New  Mexico  as  we  were  facing 
when  the  Interstate  Highway  Act  was  done  in  the  1950's.  If  we  can 
stay  on  the  cutting  edge  of  that  information  network,  we  will  be  in 
great  shape. 

Chairman  DOMENICI.  Thank  you  very  much.  I,  too,  am  concerned 
about  the  information  highway.  I  am  fearful  that  we  have  left  the 
impression  that  the  government  is  going  to  do  that,  and  essentially 
it  is  people  like  the  big  telephone  companies  who  are  going  to  do 
it,  and  the  cable  television  companies,  and  if  we  do  not  push  them, 
they  will  put  our  State  last  as  they  attempt  to  build  that  infra- 
structure. 

I  have  been  talking  recently  with  the  Governor  and  others  about 
that  issue.  That  is  very  important.  That  could  change  rural  devel- 
opment for  the  first  time  in  a  really  major  way,  it  seems. 

[The  prepared  statement  of  Mr.  Lautman  follows:] 
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Senate  budget  committee  testimony 
Albuquerque,  NewlVlexico  April  19, 1995 


Mark  Lautman 

Vice  President  Economic  Development 

Amrep  Southwest  Inc. 


Federal  programs  that  make  a  difference  in  local  job  creation 

I've  worked  as  a  professional  economic  developer  for  1 3  years.  The  first 
three  years  for  a  rural  mining  community  of  10,000  pop.  in  western  New 
Mexico  where  75  %  of  the  economic  base  had  collapsed  with  the  market 
price  of  uranium. 

For  the  last  ten  years  I've  been  working  for  a  bedroom  community  in  the 
Albuquerque  metro  area  that  began  the  decade  with  virtually  no  economic 
base. 

In  Grants  we  chased  over  60  companies  in  3  years,  actually  landing  6  deals. 
In  Rio  Rancho  we  have  pitched  over  300  companies  in  9  years,  landing  32. 

Which  federal  economic  development  programs  make  a  difference  ? 

There  are  many  federal  programs  that  affect  job  creation  at  the  community 
level  or  claim  to.  they  seem  to  fall  into  4  categories: 

Economic  development  finance  programs 
Job  training  programs 
Tax  and  regulatory  policy 
Infrastructure  development  programs 
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Economic  development  finance  programs 

Of  the  finance  programs  two  are  critical  to  structuring  deals  under  $5m: 
The  SBA  504  collateral  substitution  program  and 
The  SBA  7a  90/10  loan  guarantee  program 

These  programs  are  crucial  because  they  provide  "long-term  gap  financing" 
for  small  growing  firms  trying  to  finance  new  plant  and  equipment.  It  takes 
between  $10,000  and  $50,000  of  investment  in  plant  and  equipment  to 
support  each  new  job  in  the  manufacturing  sector. 

Terms  are  shorter,  debt  to  equity  ratios  are  higher,  rates  are  steeper,  and 
collateral  requirements  are  tougher  for  smaller  firms  than  they  are  for  their 
larger  competitors  who  borrow  from  the  major  capital  markets. 

Such  a  gap  in  the  cost  of  money  between  small  companies  and  their  larger 
rivals  seriously  handicaps  the  smaller  firm  and  heightens  the  perception  of 
risk.  This  gap  kills  a  lot  of  otherwise  bankable  economic  development  deals. 

Job  training  programs 

The  federal  JTPA  program  especially  when  combined  with  state  inplant 
training  programs  tailored  to  specific  job  creation  projects  have  a 
spectacular  record  of  return  on  investment. 

Tax  and  regulatory  programs 

Equity  capital  has  been  very  difficult  to  attract  to  the  industrial  real  estate 
market  since  the  tax  reform  act  of  1986.  Higher  marginal  tax  rates  on  the 
upper  tax  bracket,  shorter  mortgage  terms,  and  40  year  depreciation 
schedules  made  the  yields  on  industrial  real  estate  uncompetitive  with  other 
sectors. 

Amortization  terms  are  improving  now  and  it  is  helping,  but  shorter 
depreciation  rules,  and  /or  lower  upper  bracket  tax  rates  would  make  a 
big  difference  immediately. 
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Infrastructure  development 

Maintain  what  we  have  built  first. 

Invest  heavily  in  information  infrastructure.  Wire  up  rural  communities. 

TECHNOLOGY  REINVESTMENT  PROGRAM  /  DOD.DOE.DOT 

COMMUNICATIONS  AND  INFORMATION   INFRASTRUCTURE  ASSISTANCE 
PROGRAM/  NTIA 

ADVANCED  TECHNOLOGY  PROGRAM  /  NAT'L  INSTITUTE  OF  STANDARDS 

HIGH-  PERFORMANCE  COMPUTING  AND  COMMUNICATIONS  INITIATIVE 

Chairman  DOMENICI.  Professor,  good  to  have  you  on  board.  Get 
that  mike  over  where  we  can  hear  you. 

STATEMENT  OF  RICHARD  SANTOS,  ASSOCIATE  PROFESSOR  OF 
ECONOMICS,  UNIVERSITY  OF  NEW  MEXICO 

Mr.  Santos.  Good  morning.  It  is  a  pleasure  to  be  here  with  you 
this  morning,  Mr.  Chairman.  I  had  earlier  sent  you  tentative  testi- 
mony of  my  presentation  today.  I  have  brought  you  a  formal  pres- 
entation there  that  I  have  put  next  to  you. 

Since  I  do  have  a  formal  presentation,  I  would  rather  highlight 
the  key  points  today. 

Chairman  DOMENICI.  Please. 

Mr.  Santos.  I  am  an  Associate  Professor  of  Economics  and  re- 
search faculty  of  the  Southwest  Hispanic  Research  Institute  at  the 
University  of  New  Mexico. 

I  am  speaking  as  a  private  citizen  today,  and  basically  what  I 
have  said  in  my  introduction  is  that  deficit  reduction  through  lower 
taxes  and  less  government  spending  are  popular  economic  prescrip- 
tions. Deficit  reduction  is  often  defended  as  a  necessary  approach 
to  lessen  the  burdens  of  debts  for  future  generations. 

As  an  expert  on  youth  employment,  however,  I  contend  that  a 
greater  burden  exists  for  future  generations  if  certain  deficit  reduc- 
tion approaches  are  adopted  by  Congress.  Specifically,  deficit  reduc- 
tion which  curtails  education  and  training  opportunities  for  young 
workers  are  not  without  adverse  economic  consequences. 

I  base  my  premise  on  the  notion  of  the  wealth  of  a  nation,  that 
the  most  important  thing  that  we  as  a  nation  have  is  our  human 
resources,  and  in  fact,  about  42  percent  of  the  annual  economic 
growth  of  the  Nation  between  1929  and  1982  has  been  attributed 
to  educational  investments. 

I  think  as  Congress  considers  various  deficit  approaches,  it  would 
be  prudent  to  consider  the  employment  consequences,  especially 
those  of  low-income  and  minority  youth.  What  I  would  like  to  share 
with  the  committee  today  is  some  selected  highlights  from  a  report 
from  the  National  Commission  for  Employment  Policy. 

I  would  like  to  note  that  this  report  was  requested  in  1992  by 
the  Committee  on  Appropriations  of  the  United  States  Senate, 
which  I  am  proud  to  say  was  at  the  urging  of  Senator  Domenici, 
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who  was  very  concerned  about  some  of  the  problems  that  our  young 
people  were  facing. 

So  what  I  have  done  today  is  highlighted  some  of  those  key  find- 
ings and  some  of  them  are  somewhat  discouraging.  I  think  one  of 
the  key  findings  was  a  finding  that  young  workers  with  only  a  high 
school  diploma  are  not  able  to  maintain  the  same  standard  of  living 
as  previous  generations  of  high  school  graduates. 

Annual  earnings  for  white  and  black  males  aged  25  to  34 
dropped  about  14  percent  from  1979.  Hispanics  earn  19  percent 
less.  This  is  the  period  again  from  1979  to  1989.  Specifically  for 
young  workers  in  New  Mexico,  it  is  quite  discouraging. 

They  are  entering  a  labor  market,  while  on  the  average,  rewards 
less  than  other  job  markets  in  the  Nation.  Data  from  the  Bureau 
of  Business  Research  at  the  University  of  New  Mexico  indicates 
that  the  average  earnings  of  New  Mexicans  were  93  percent  in 
1981.  By  1993,  they  had  dropped  to  84  percent  of  the  National  av- 
erage. So  New  Mexicans  have  lost  earnings  relative  to  the  Nation 
as  a  whole. 

Chairman  DOMENICI.  What  was  the  wrap-up  date  on  that? 

Mr.  Santos.  That  was  in  1981,  it  was  93  percent;  and  in  1993, 
it  dropped  to  84  percent. 

Chairman  DOMENICI.  1993? 

Mr.  Santos.  Yes,  sir.  Today's  economy  favors  those  workers  with 
education  and  training;  however,  the  college  completion  is  not  uni- 
form by  race.  In  fact,  we  see  that  28  percent  of  white  high  school 
graduates  aged  14  to  24  had  completed  college;  17  percent  of 
blacks;  and  15  percent  of  Hispanics. 

It  is  particularly  discouraging  that  Hispanic  men  had  lower  col- 
lege participation  rates  in  1990  than  in  1976.  In  essence,  we  are 
saying  that  28  percent  were  going  to  college  in  1990  as  opposed  to 
40  percent. 

A  fundamental  problem,  and  I  think  this  affects  Hispanic  New 
Mexicans  in  Albuquerque,  is  most  youths  are  completing  high 
school,  but  high  school  remains  a  formidable  hurdle  for  Hispanics. 
One-third  of  Hispanics  aged  16  to  24  in  1990  had  failed  to  complete 
high  school. 

Let  me  put  the  problem  in  perspective.  The  black  youth  popu- 
lation aged  14  to  21  is  one-and-a-half  times  larger  than  the  His- 
panic population;  yet  the  number  of  Hispanics  in  1990  who  had  not 
completed  high  school  and  were  not  enrolled  in  school  was  nearly 
one  million.  That  is  almost  twice  that  of  blacks  over  half-a-million. 
That  is  a  very  alarming  number  of  Hispanic  drop-outs. 

As  we  look  at  the  role  of  the  Federal  Government  educating  and 
training  work  force,  the  Federal  Government  has  a  long  history.  As 
the  NCEP,  or  the  National  Commission  for  Employment  Policy  re- 
port found,  it  is,  however,  virtually  impossible  to  document  how 
many  young  people  and  how  well  these  programs  are  serving  the 
target  population. 

Nevertheless,  some  observations  are  worth  noting.  Summer 
youth  programs  are  effective  in  providing  education  and  paid  work 
experience  for  economically-disadvantaged  youths.  Some  sugges- 
tions for  improving  the  program:  Allowing  the  private  sector  to  em- 
ploy young  people  and  expanding  the  program  on  a  year-around 
basis. 
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Although  a  prior  study  did  not  show  earnings  gains  for  partici- 
pants in  the  year-around  JTPA  or  the  Job  Training  Program  versus 
non-participants,  a  more  recent  study  has  shown  that  on-the-job 
training  under  the  Youth  Program  increased  employment  for  young 
men  and  women  in  the  program. 

As  an  educator,  let  me  conclude  by  g^iving  an  additional  comment 
on  the  role  of  government  in  providing  financial  opportunities  for 
low-income  youth. 

Contrary  to  popular  views  about  eliminating  race-specific  pro- 
grams such  as  affirmative  action,  targeting  financial  aid  by  race 
and  ethnicity  appears  to  have  economic  and  educational  merit. 

What  we  have  found  in  one  of  our  studies  is  that  while  income 
increases  the  likelihood  of  going  to  college  for  all  youth,  if  you  give 
an  extra  dollar  of  income,  that  extra  dollar  of  income  increases  the 
completion  for  white  youth  more  than  it  does  for  Hispanic  and 
black  youngsters. 

In  essence,  what  I  am  saying  is  that  a  rising  tide  does  not  raise 
necessarily  all  boats.  It  raises  them  very  much  differently. 

Thank  you  for  this  opportunity. 

Chairman  DOMENICI.  Thank  you  very  much. 

Alex  Sanchez,  would  you  go  next? 

STATEMElSrr  OF  ALEX  A.  SANCHEZ,  PRESIDENT, 
ALBUQUERQUE  TECHNICAL- VOCATIONAL  INSTITUTE 

Mr.  Sanchez.  Thank  you.  Senator,  and  welcome  to  you  and  to 
everyone  here  to  T-VI.  We  are  pleased  that  you  are  here  with  us 
today. 

I  appreciate  the  opportunity  to  present  comments  regarding  the 
current  deficit  reduction  proposals  in  the  Congress,  and  particu- 
larly, the  implications  for  jobs  in  New  Mexico's  future.  I  have  sub- 
mitted written  testimony  on  how  T-VI  has  used  job  training  funds 
in  the  past,  so  I  will  not  repeat  that  information  here. 

Let  me  just  begin  by  saying  that  the  Carl  D.  Perkins  Vocational 
and  the  Applied  Technology  Education  Acts  of  1990  have  been  par- 
ticularly beneficial  to  the  Albuquerque  area.  These  funds  have 
helped  T-VI  to  continuously  improve  programs,  to  have  the  equip- 
ment, and  to  do  the  faculty  training  necessary  for  us  to  prepare  our 
students  to  perform  well  on  the  job.  I  might  say  that  87  percent 
of  T-VI  graduates  get  jobs  immediately  following  their  program. 

Let  me  change  to  a  more  general  topic  here.  Essentially  the 
American  industry  has  changed  dramatically,  gmd  these  changes 
nearly  all  in  the  direction  of  greater  complexity  and  inter-depend- 
ence require  workers  who  possess  not  only  higher  levels  of  basic 
skills,  but  also  new  skills  in  critical  thinking,  problem  solving,  ini- 
tiative, collaboration. 

Not  only  does  the  manufacturing  sector,  for  example,  require 
workers  who  can  read,  write,  cipher,  and  operate  complex  com- 
puter-controlled machinery,  but  also  workers  who  understand  the 
inter-relationship  of  manufacturing  processes  and  who  can  respond 
to  problems  involving  systems  outside  of  their  immediate  area  of 
responsibility. 

This  fast-paced  development  of  new  technologies  has  forced  busi- 
ness and  industry  to  invest  heavily  in  retraining  its  present  work 
force.  Community  colleges  throughout  the  Nation  have  responded 
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by  providing  training  and  education  customized  to  meet  the  specific 
needs  of  local  employers. 

This  growth  of  customized  training  has  challenged  the  traditional 
notions  of  vocational  education  by  focusing  on  adult  workers  who 
possess  a  range  of  skills  and  life  experiences,  and  that  is  why  we 
have  to  tailor  the  training. 

Conventional  vocational  programs  were  designed  for  youth  enter- 
ing the  work  force  and  most  were  aimed  at  providing  specific  job- 
related  technical  skills.  However,  the  distinction  between  training 
and  education  has  blurred  as  business  and  industry  demand  both 
job-specific  training  and  general  skills  that  can  be  applied  to  a  vari- 
ety of  technical  areas  and  situations. 

Trends  in  the  work  place  have  forced  colleges  to  consider  care- 
fully how  they  might  successfully  integrate  general  education  with 
vocational  education. 

The  Perkins  Act  provided  essential  resources  for  T-VI  to  respond 
to  the  diverse  need  of  students,  to  the  changing  technology,  gind  to 
the  employers  who  must  compete  in  a  rapidly  changing  economy. 
Federal  funds  have  helped  us  to  keep  ahead  of  the  curve  so  that 
all  of  our  students  have  opportunity  for  jobs,  not  just  immediate 
paychecks,  but  long-term  and  changing  employment. 

This  panel  was  asked  to  address  jobs  in  New  Mexico's  future.  As 
the  Congress  considers  the  need  to  be  cost-effective,  to  streamline 
and  to  consolidate  many  programs  which  appear  to  have  similar 
purposes,  I  offer  two  specific  observations  in  this  regard. 

Number  one,  education  for  future  employment  must  be  seamless 
and  continuously  adjusted  to  keep  pace  with  a  global  economy.  The 
core  of  preparing  most  of  our  young  people  to  enter  the  jobs  in  New 
Mexico's  future  is  in  the  public  education  system,  the  K-12,  fol- 
lowed by  some  post-secondary  education. 

Available  resources,  therefore,  must  be  used  to  assure  that  these 
systems  build  the  skills  needed  to  continuously  learn  and  that  they 
are  equipped  to  do  so.  Legislation  which  provides  voucher  systems 
like  S.B.  6  introduced  in  the  Congress  by  Senator  Daschle,  for  ex- 
ample, does  not  address  the  importance  of  providing  up-to-date 
?[uality  system.  It  merely  leaves  it  up  to  the  students  to  go  out  and 
ind  something. 

Observation  number  two.  Education  and  job  training  are  not  mu- 
tually-exclusive. They  must  be  coordinated.  The  business  and  in- 
dustries of  New  Mexico  are  changing  rapidly  and  adults  must  be 
able  to  enter  and  re-enter  jobs,  to  change  occupations,  and  to  suc- 
ceed in  an  environment  which  will  challenge  their  way  of  thinking 
as  much  as  it  challenges  their  abilities  to  perform  specific  tasks. 

Senator  Kassenbaum's  concept  of  consolidation  goes  to  the  heart 
of  the  issue,  although  some  additional  fine-tuning  is  needed.  The 
private  sector  must  be  involved  if  the  large  and  previously  frag- 
mented programs  are  to  be  streamlined  and  integrated  to  meet  the 
standards  of  employers. 

More  importantly.  State  and  local  education  and  training  must 
be  coherently  linked  for  students  to  be  fully  prepared  for  the  jobs 
in  New  Mexico's  future,  and  they  must  be  linked  to  be  inclusive 
rather  than  focus  only  on  those  who  are  "eligible." 

Replacing  one  bureaucratic  structure  with  another,  adding 
boards  and  levels  of  control  was  possible  until  the  reality  of  the 
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deficit  became  clear.  Today  we  simply  cannot  afford  to  allow  incre- 
mental proliferation  of  structures  and  services. 

I  understand  the  reasoning  of  the  1960's  which  brought  us  to  be- 
lieve that  special  set-asides,  targeting  funds  to  specific  groups 
would  expand  opportunity;  however,  over  the  past  3  decades,  we 
have  built  a  parallel  education  system,  public  education  for  all  re- 
gardless of  income,  and  other  agency  programs  for  the  poor  and 
those  with  special  needs. 

Education  systems  are  not  the  only  avenue  to  enter  the  work 
force.  In  responding  rapidly  to  the  social  crisis  of  the  times,  Con- 
gress began  the  proliferation  of  great  society  programs,  a  parallel 
education  system  was  begun,  a  system  that  was  critical  if  poor  and 
disadvantaged  citizens  were  to  have  the  economic  access  available 
to  other  Americans. 

Many  would  say  that  not  much  has  changed,  and  I  think  I  dis- 
agree with  that.  I  agree  that  we  must  continue  to  assure  inclusion 
and  access  for  all,  but  the  parallel  systems  for  training  must  be 
consolidated  with  the  public  education  system  to  make  the  best  use 
of  public  dollars. 

Our  schools  and  colleges  have  resources  to  serve  our  students, 
and  we  cannot  continue  to  compete  with  Federal  agencies  for  their 
funding.  Opponents  cite  their  concerns  that  block  grants  cannot  be 
managed  and  scarce  monies  must  be  diverted  to  other  uses.  I  urge 
Congress  to  recognize  that  State  and  local  awareness  has  improved 
dramatically  in  the  last  30  years. 

Local  leaders  are  no  different  from  Federal  leaders.  They  know 
that  they  will  be  held  to  public  scrutiny  and  to  be  accountable  and 
responsible.  The  structure  for  consolidation  in  New  Mexico  must  be 
through  the  education  system  in  collaboration  with  employment 
and  training  systems  so  that  the  needs  of  all  who  seek  preparation 
for  the  changing  job  environment  can  be  met. 

Therefore,  K-12  cannot  stand  alone.  New  Mexico  jobs  for  the  fu- 
ture require  more  than  just  a  high  school  education.  The  commu- 
nity college  system  must  continually  improve.  Youth  and  adults 
need  to  keep  current  and  will  enter  and  re-enter  the  systems  of 
education  to  remain  employed  in  a  competitive  environment. 

The  Department  of  Labor  and  community-based  programs  have 
served  eligible  populations  and  those  services  must  continue,  but 
they  must  be  integrated  with  education,  especially  in  the  commu- 
nity college  level  if  New  Mexicans  are  to  be  truly  competitive  in  the 
labor  force. 

School  to  work  in  New  Mexico  will  be  most  successful  through  a 
process  of  tech-prep,  and  we  have  been  very  successful  at  T-VI  in 
that. 

In  conclusion,  I  would  say  that  Federal  education  funding  must 
be  clear  in  purpose.  However,  States  need  the  option  for  allocating 
block  grants.  New  Mexico  provides  for  a  gubernatorially-appointed 
commission  on  higher  education  which  gives  our  Governor  the 
means  for  a  State-level  collaborative  structure. 

He  can  bring  together  the  critical  link  that  gives  access  to  the 
work  skills  employers  want  through  collaborative  efforts  among  the 
parallel  systems  of  education,  labor,  and  the  private  sector. 

K-12  must  be  linked  with  post-secondary  education,  and  sepa- 
rate systems  to  serve  others  must  be  realigned  to  strengthen  edu- 
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cation.  I  believe  the  experience  of  working  separately  for  the  last 
30  years  has  taught  us  lessons. 

Today  in  the  face  of  pressure  to  deal  with  economic  constraints, 
we  can  develop  a  comprehensive  Statewide  framework  for  cohesive, 
systemic  change.  We  can  truly  prepare  people  for  school  to  work 
success  and  for  lifelong  learning.  This  could  be  done  through  a 
partnership  using  Federal,  State  and  private  dollars,  and  we  can 
do  much  better  than  we  have. 

It  is  time  to  rethink  our  purposes,  to  stop  holding  on  to  the  past, 
to  stop  supporting  incremental  change.  We  must  make  basic  sys- 
temic improvements,  and  we  must  work  together  not  only  for  to- 
day's students,  but  for  the  students  of  tomorrow. 

I  thank  you. 

Chairman  DOMENICI.  Thank  you  very  much. 

[The  prepared  statement  of  Mr.  Sanchez  follows:] 
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A  Community  CoUfge 

STATEMENT  Bf  ALEX  A.  SANCHEZ 
PRESIDENT,  ALBUQUERQUE  TECHNICAL-VOCATIONAL  INSTITUTE 

U.S.  SENATE  PUBLIC  BUDGET  COMMITTEE 
ALBUQUERQUE  FIELD  HEARING 

APRIL  19.  1995 

I  APPRECIATE  THE  OPPORTUNITY  TO  PRESENT  COMMENTS  REGARDING  THE  CURRENT 
DEFICIT  REDUCTION  PROPOSALS  IN  THE  CONGRESS,  PARTICULARLY  THE  IMPLICATIONS  FOR 
JOBS  IN  NEW  MEXICO'S  FUTURE. 

THE  CARL  D.  PERKINS  VOCATIONAL  AND  APPLIED  TECHNOLOGY  EDUCATION  ACT  OF 
1990  HAS  BEEN  PARTICULARLY  BENEFICIAL  TO  THE  ALBUQUERQUE  AREA.  THESE  FUNDS 
HAVE  HELPED  T-VI  TO  CONTINUOUSLY  IMPROVE  THE  QUALITY  OF  PROGRAMS,  TO  HAVE  THE 
EQUIPMENT  AND  FACULTY  TRAINING  EMPLOYERS  TELL  US  PREPARE  OUR  STUDENTS  TO 
PERFORM  WELL  ON  THE  JOB.  87X  OF  T-VI  GRADUATES  GET  JOBS.  LAST  YEAR  ONLY 
THREE  T-VI  GRADUATES  STARTED  AT  $10,000  JOBS— THE  MAJORITY  EARNED  WAGES  OVER 
$14,000.  AND  HUNDREDS  WERE  IN  THE  S16,000-S21.000  RANGE.  76  NURSING 
ASSISTANTS  ENTERED  THE  LABOR  FORCE  AT  S27,S00.  WELL  PREPARED  WORKERS  NOT  ONLY 
GET  PAID  MORE  THAN  BASIC  WAGES.  THEY  GET  PROMOTED. 

EMPLOYERS  TODAY  REQUIRE  MORE  THAN  JUST  SPECIFIC  JOB  SKILLS.  AS  THE 
SCANS  REPORT  STATES.  THEY  EXPECT  EMPLOYEES  WITH  THE  ABILITY  TO  BE  FLEXIBLE  AND 
ACCEPT  CHALLENGES—EMPLOYEES  WHO  CAN  WORK  IN  TEAMS  TO  SOLVE  PROBLEMS  AND  THINK 
CRITICALLY.  AT  T-VI  WE  HAVE  LISTENED  CAREFULLY  TO  OUR  BUSINESS  AND  INDUSTRY 
COMMUNITY  AND  NOT  ONLY  KEPT  VOCATIONAL-TECHNICAL  COURSES  DESIGNED  TO  TEACH  JOB 
SKILLS.  BUT  ALSO  INCREASED  REQUIREMENTS  FOR  ACADEMIC  INSTRUCTION  LEADING  TO 
ASSOCIATE  DEGREES. 
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MORE  THAN  1.200  SMALL.  MEDIUM  AND  URGE  AREA  BUSINESS  LEADERS  WORK 
CLOSELY  WITH  T-VI  AND  THEY  ARE  GIVING  US  OTHER  STRONG  MESSAGES.  THEY  ARE 
CLEAR  IN  THEIR  STATEMENTS  THAT  THEY  WANT  PARTNERSHIPS— EFFECTIVE  COALITIONS. 
THEY  ARE  TELLING  US  THEY  WANT  A  DIVERSE  WORKFORCE. 

WE  HAVE  RESPONDED  BY  DEVELOPING  COLLABORATIONS  TO  INCLUDE  OUR  COMMUNITY, 
NOT  BY  CLOSING  THE  DOOR  ON  AT-RISK  STUDENTS  AND  EXPECTING  OTHER  PROGRAMS  TO 
SERVE  THEM.  THE  PERKINS  ACT  HAS  PROVIDED  ESSENTIAL  RESOURCES  FOR  T-VI  TO 
RESPOND  TO  THE  DIVERSE  NEEDS  OF  STUDENTS,  TO  CHANGING  TECHNOLOGY,  AND  TO 
EMPLOYERS  COMPETING  IN  A  RAPIDLY  CHANGING  ECONOMY.  FEDERAL  FUNDS  HAVE  HELPED 
US  KEEP  AHEAD  OF  THE  CURVE  SO  THAT  ALL  OF  OUR  STUDENTS  HAVE  OPPORTUNITY  FOR 
JOBS—NOT  JUST  IMMEDIATE  PAY  CHECKS,  BUT  LONG-TERM  AND  CHANGING  EMPLOYMENT. 

AT  T-VI  WE  KNOW  WE  DON'T  ACCOMPLISH  THINGS  BY  WORKING  IN  ISOLATION: 
THROUGH  COORDINATED  ACTIVITIES  WE  PROVIDED  COURSES  FOR  ZOO  PROJECT  FORWARD 
PARTICIPANTS  WHO  RECEIVED  PUBLIC  ASSISTANCE  UST  YEAR.  ADULT  BASIC  EDUCATION 
TO  BUILD  ACADEMIC  SKILLS  ENROLLED  6,883  THIS  TERM— 639  FROM  PROJECT  FORWARD 
AND  ANOTHER  1.300  WHO  WERE  RECEIVING  OTHER  FORMS  OF  PUBLIC  WELFARE.  AN 
ADDITIONAL  120  JTPA  PARTICIPANTS  ARE  TAKING  CREDIT  COURSES  AT  T-VI. 

TECH  PREP  AND  SCHOOL-TO- WORK  ARE  REALITIES  AT  T-VI .  HUNDREDS  OF 
ALBUQUERQUE  HIGH  SCHOOL  JUNIORS  AND  SENIORS  ARE  CONCURRENTLY  ENROLLED  SO  THAT 
THEY  WILL  HAVE  ALREADY  EARNED  COLLEGE  CREDITS  WHEN  THEY  GRADUATE  FROM  HIGH 
SCHOOL.  THEY  ARE  GETTING  COLLEGE  CREDITS  ON  TRANSCRIPT  NOW— WHEN  THEY 
GRADUATE  FROM  HIGH  SCHOOL  THEY  ARE  ALREADY  T-VI  STUDENTS  WORKING  TOWARD 
ASSOCIATE  DEGREES;  OR  THEY  CAN  TRANSFER  TO  A  UNIVERSITY.  THEY  WILL  HAVE  THE 
JOB  SKILLS  AND  THE  HIGHER  WORKER  THINKING  ABILITIES  EMPLOYEES  MUST  HAVE  IF 
THEY  ARE  TO  BE  COMPETITIVE. 
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THIS  PANEL  WAS  ASKEO  TO  ADDRESS  JOBS  IN  NEW  MEXICO'S  FUTURE.  AS  THE 
CONGRESS  CONSIDERS  THE  NEED  TO  BE  COST  EFFECTIVE,  TO  STREAMLINE  AND 
CONSOLIDATE  MANY  PROGRAMS  WHICH  APPEAR  TO  HAVE  SIHIUR  PURPOSES.  I  OFFER  TWO 
SPECIFIC  OBSERVATIONS: 

1.  EDUCATION  FOR  FUTURE  EMPLOYMENT  MUST  BE  SEAMLESS  AND  CONTINUOUSLY  ADJUSTED 
TO  KEEP  PACE  WITH  THE  GLOBAL  ECONOMY. 

THE  CORE  OF  PREPARING  HOST  OF  OUR  YOUNG  PEOPLE  TO  ENTER  THE  JOBS  IN  NEW 
MEXICO'S  FUTURE  IS  THE  PUBLIC  EDUCATION  SYSTEM:  K-12,  FOLLOWED  BY 
POSTSECONDARY  EDUCATION.  AVAILABLE  RESOURCES  MUST  BE  USED  TO  ASSURE  THAT 
THESE  SYSTEMS  BUILD  THE  SKILLS  NEEDED  FOR  CONTINUOUS  LEARNING  AND  ARE  EQUIPPED 
TO  DO  SO. 

LEGISLATION  WHICH  PROPOSES  VOUCHER  SYSTEMS—SB  6  INTRODUCED  IN  THE 
CONGRESS  BY  SENATOR  DASHLE,  FOR  EXAMPLE—DOES  NOT  ADDRESS  THE  IMPORT'>J<CE  OF 
PROVIDING  UP-TO-DATE,  QUALITY  SYSTEMS,  BUT  MERELY  LEAVES  IT  UP  TO  STUDENTS  TO 
GO  OUT  AND  FIND  ONE. 

2.  EDUCATION  AND  JOB  TRAINING  ARE  NOT  MUTUALLY  EXCLUSIVE~THEY  MUST  BE 
COORDINATED. 

THE  BUSINESS  AND  INDUSTRIES  OF  NEW  MEXICO  ARE  CHANGING  RAPIDLY  AND 
ADULTS  MUST  BE  ABLE  TO  ENTER  AND  RE-CNTER  JOBS.  CHANGE  OCCUPATIONS,  AND 
SUCCEED  IN  AN  ENVIRONMENT  WHICH  WILL  CHALLENGE  THEIR  WAY  OF  THINKING  AS  MUCH 
AS  IT  CHALLENGES  THEIR  ABILITY  TO  PERFORM  TASKS. 

SENATOR  KASSELBAUH'S  CONCEPT  FOR  CONSOLIDATION  GOES  TO  THE  HEART  OF  THE 
ISSUE,  ALTHOUGH  FINE-TUNING  MAY  BE  NEEDED.  THE  PRIVATE  SECTOR  MUST  BE 
INVOLVED  IF  THE  LARGE  AND  PREVIOUSLY  FRAGMENTED  PROGRAMS  ARE  TO  BE  STREAMLINED 
AND  INTEGRATED  TO  MEET  THE  STANDARDS  OF  EMPLOYERS.  MORE  IMPORTANTLY,  STATE 
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AND  LOCAL  EDUCATION  AND  TRAINING  MUST  BE  COHERENTLY  LINKED  FOR  STUDENTS  TO  BE 
FULLY  PREPARED  FOR  THE  JOBS  IN  NEW  HEXICO'S  FUTURE.  AND  THEY  MUST  BE  LINKED 
TO  BE  INCLUSIVE.  RATHER  THAN  TO  FOCUS  ON  ONLY  THOSE  WHO  ARE  "ELIGIBLE. - 

REPLACING  ONE  BUREAUCRATIC  STRUCTURE  WITH  ^NOTHER—ADDING  BOARDS  AND 
LEVELS  OF  CONTROL— WAS  POSSIBLE  UNTIL  THE  REALITY  OF  THE  DEFICIT  BECAME  CLEAR. 
TODAY  WE  SIMPLY  CANNOT  AFFORD  TO  ALLOW  INCREMENTAL  PROLIFERATION  OF  STRUCTURES 
AND  SERVICES. 

I  UNDERSTAND  THE  REASONING  OF  THE  60s  WHICH  BROUGHT  US  TO  BELIEVE 
SPECIAL  SET-ASIDES.  TARGETING  FUNDS  TO  SPECIFIC  GROUPS,  WOULD  EXPAND 
OPPORTUNITY.  HOWEVER.  OVER  THE  PAST  THREE  DECADES  WE  HAVE  BUILT  A  PARALLEL 
EDUCATION  SYSTEM— PUBLIC  EDUCATION  FOR  ALL.  REGARDLESS  OF  INCOME;  OTHER  AGENCY 
PROGRAMS  FOR  THE  POOR  AND  THOSE  WITH  SPECIAL  NEEDS.  UNTIL  THE  CIVIL  RIGHTS 
ACT  OF  1964  AND  THE  RIOTS  OF  FRUSTRATION  WHICH  BROUGHT  US  OUT  OF  OUR  NATIONAL 
MALIASE.  THE  PUBLIC  EDUCATION  SYSTEM  WAS  MIRRORING  SOCIETY— KEEPING  STUDENTS 
SEPARATE  BUT  UNEQUAL.  THE  PRESSURE  OF  THOUSANDS  OF  COURT  CASES  ENFORCING 
FEDERAL  LAW  FORCED  CHANGE  IN  SCHOOLS  AND  COLLEGES. 

EDUCATION  SYSTEMS  ARE  NOT  THE  ONLY  AVENUE  TO  ENTER  THE  WORKFORCE.  IN 
RESPONDING  RAPIDLY  TO  THE  SOCIAL  CRISES  OF  THE  TIMES.  CONGRESS  BEGAN  THE 
PROLIFERATION  OF  GREAT  SOCIETY  P'^OGRAMS.  A  PARAl    EDUCATION  SYSTEM  WAS 
BZGUN.  A  SYSTEM  THAT  WAS  CRITICAL  IF  POOR  AND  DISADVANTAGED  CITIZENS  WERE  TO 
HAVE  THE  ECONOMIC  ACCESS  AVAILABLE  TO  OTHER  AMERICANS. 

MANY  WOULD  SAY  NOT  MUCH  HAS  CHANGED— I  DISAGREE.  TODAY  PUBLIC  EDUCATION 
CONTINUES  TO  MIRROR  SOCIETY.  T-VI'S  20,000  STUDENTS  ARE  51X  FEMALE,  47% 
MINORITY,  #«  DISABLED.  THEY  WILL  BE  THE  LEADERS  OF  THE  NEXT  CENTURY,  THE 
WORKFORCE  OF  OUR  FUTURE.   WE  MUST  CONTINUE  TO  ASSURE  THEIR  INCLUSION  AND 
ACCESS— THE  PARALLEL  SYSTEMS  FOR  TRAINING  MUST  BE  CONSOLIDATED  WITH  THE  PUBLIC 
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EDUCATION  SYSTEM  TO  MAKE  THE  BEST  USE  OF  PUBLIC  DOLURS.  OUR  SCHOOLS  AND 
COLLEGES  HUST  HAVE  RESOURCES  TO  SERVE  OUR  CITIZENS,  NOT  CONTINUE  TO  COMPETE 
WITH  FEDERAL  AGENCIES  FOR  THEIR  FUNDING. 

OPPONENTS  CITE  THEIR  CONCERNS  THAT  BLOCK  GRANTS  CANNOT  BE  MANAGED  AND 
SCARCE  MONIES  WILL  BE  DIVERTED  TO  OTHER  USES.  I  URGE  CONGRESS  TO  RECOGNIZE 
THAT  STATE  AND  LOCAL  AWARENESS  HAS  IMPROVED  DRAMATICALLY  IN  THE  LAST  30  YEARS. 
LOCAL  LEADERS  ARE  NO  DIFFERENT  FROM  FEDERAL  LEADERS~THEY  KNOW  THEY  WILL  BE 
HELD  TO  PUBLIC  SCRUTINY.  TO  BEING  ACCOUNTABLE  AND  RESPONSIBLE. 

THE  STRUCTURE  FOR  CONSOLIDATION  IN  NEW  MEXICO  HUST  BE  THROUGH  THE 
EDUCATION  SYSTEM— IN  COLLABORATION  WITH  THE  EMPLOYMENT  AND  TRAINING  SYSTEM— SO 
THAT  THE  NEEDS  OF  ALL  WHO  SEEK  PREPARATION  FOR  THE  CHANGING  JOB  ENVIRONMENT 
CAN  BE  MET. 

0  K-12  CANNOT  STAND  ALONE:  NEW  MEXICO  JOBS  OF  THE  FUTURE  REQUIRE  MORE  THAN  A 

HIGH  SCHOOL  EDUCATION 

0  THE  COMMUNITY  COLLEGE  SYSTEM  MUST  CONTINUALLY  IMPROVE:  YOUTH  AND  ADULTS 

NEED  TO  KEEP  CURP^MT  AND  HILL  ENTER  "ND  RE-ENTER  SYSTEMS  TO  REMAIN 
EMPLOYED  IN  A  COMPETITIVE  ENVIRONMENT. 

0  DEPARTMENT  OF  LABOR  AND  COMMUNITY-BASED  PROGRAMS  HAVE  SERVED  ELIGIBLE 
POPULATIONS  AND  THOSE  SERVICES  HUST  CONTINUE  BUT  BE  INTEGRATED 
WITH  EDUCATION  IF  NEW  MEXICANS  ARE  TO  BE  TRULY  COMPETITIVE  IN  THE 
LABOR  FORCE. 
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SCHOOL-TO-WORK  IN  NEW  MEXICO  WILL  BE  HOST  SUCCESSFUL  THROUGH  A  PROCESS 
OF  TECH-PREP:  PREPARING  HIGH  SCHOOL  STUDENTS  IN  A  NEW  WAY.  TEACHING  NEW  WAYS 
OF  THINKING  AND  ENCOURAGING  NEW  PAHERNS  OF  CONTINUAL  LEARNING.  BUILDING  A 
FOUNDATION  THAT  LEADS  DIRECTLY  TO  POSTSECONDARY  EDUCATION.  SOME  HIGH  SCHOOL 
STUDENTS  WILL  ENROLL  IN  COMMUNITY  COLLEGES  OR  UNIVERSITIES  WHILE  THEY  ARE 
STILL  IN  HIGH  SCHOOL;  OTHERS  WILL  GET  ADVANCED  PLACEMENT.  THE  POINT  IS  THIS: 
EVERYONE  WHO  SUCCEEDS  IN  THE  WORKFORCE  KUST  HAVE  POSTSECONDARY  CREDENTIALS  AND 
CONTINUALLY  LEARN  NEW  SKILLS.  THOSE  WHO  HAVE  ONLY  SHORT-TERM  SPECIFIC  SKILLS 
WILL  BE  RELEGATED  TO  THE  LOWEST  PAYING  JOBS  WITH  NO  HOPE  TO  PARTICIPATE  FULLY 
IN  SOCIETY. 

FEDERAL  EDUCATION  FUNDING  MUST  BE  CLEAR  IN  PURPOSE;  HOWEVER,  STATES  NEED 
THE  OPTION  FOR  ALLOCATING  BLOCK  GRANTS.  NEW  MEXICO  PROVISIONS  FOR  A 
GUBERNATORIALLY-APPOINTED  COMMISSION  ON  HIGHER  EDUCATION  GIVES  OUR  GOVERNOR 
THE  MEANS  FOR  «  STATE  LEVEL  COLLABORATIVE  STRUCTURE.  HE  CAN  BRING  TOGETHER 
THE  CRITICAL  LINK  THAT  GIVES  ACCESS  TO  THE  WORK  SKILLS  EMPLOYERS  WANT  THROUGH 
COLLABORATIVE  EFFORTS  AMONG  THE  PARALLEL  SYSTEMS  OF  EDUCATION  AND  UBOR.  K-12 
MUST  BE  LINKED  WITH  POSTSECONDARY  INSTITUTIONS~ANO  SEPARATE  SYSTEMS  TO  SERVE 
OTHERS  MUST  BE  REALIGNED  TO  STRENGTHED  EDUCATION.  I  BELIEVE  THE  EXPERIENCE  OF 
WORKING  SEPARATELY  FOR  THE  UST  30  YEARS  HAS  TAUGHT  US  LESSONS.  TODAY,  IN  THE 
FACE  C?   PRESSURE  TO  DEAL  WITH  ECONOMIC  CONSTRAINTS,  WE  CAN  DEVELOP  A 
COMPREHENSIVE  STATEWIDE  FRAMEWORK  FOR  COHESIVE,  SYSTEMIC  CHANGE~WE  CAN  TRULY 
PREPARE  PEOPLE  FOR  SCHOOL-TO-WORK  SUCCESS  AND  LIFELONG  LEARNING. 

IT  IS  TIME  TO  RETHINK  OUR  PURPOSES,  TO  STOP  HOLDING  ON  TO  THE  PAST,  TO 
STOP  SUPPORTING  INCREMENTAL  CHANGE.  WE  MUST  MAKE  BASIC,  SYSTEMIC 
IMPROVEMENTS.  WE  MUST  WORK  TOGETHER  NOT  ONLY  FOR  TODAY'S  STUDENTS  BUT  FOR  THE 
STUDENTS  OF  TOMORROW. 


Chairman  DOMENICI.  I  have  a  few  questions,  but  other  than  one, 
I  will  hold  it.  Would  you  define  parallel  systems  as  you  used  it 
there? 

Mr.  Sanchez.  Yes,  sir.  We  have  the  regular  standard  system,  K- 
12,  community  colleges  and  so  forth,  and  then  we  have  special  set- 
aside  programs  that  have  developed  over  the  past  30  years  that 
meet  the  needs  of  special  populations.  Sometimes  they  are  working 
side-by-side,  but  it  is  difficult  to  know  which  one  is  which. 

Chairman  DOMENICI.  So  some  of  those  parallel  systems  work  out- 
side of  the  regular  system  and  they  are  aimed  at  a  problem  that 
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you  are  telling  the  committee  probably  ought  to  be  solved  by  the 
system  rather  than  by  the  parallel  system? 

Mr.  Sanchez.  Yes,  sir. 

Chairman  DOMENICI.  And  that  in  the  process,  in  change  here,  we 
ought  to  find  some  way  to  help  the  system  work  rather  than  build 
parallel  systems. 

Mr.  Sanchez.  That  is  correct.  There  may  have  been  some  jus- 
tification at  the  beginning  or  the  start  of  these  programs,  but  I 
think  that  that  justification  is  no  longer  valid,  and  I  think  we  could 
make  better  use  of  dollars  if  we  were  to  somehow  combine  those. 

Chairman  DOMENICI.  So  when  I  hear  about  programs  for  drop- 
outs, programs  for  this  or  that  or  the  other  in  the  field  of  edu- 
cation, and  my  mind  says,  were  not  most  of  these  supposed  to  be 
solved  by  the  public  school  or  the  parochial  school,  kindergarten 
through  12,  my  mind  is  not  on  the  wrong  wavelength?  That  is  a 
good  question,  is  it  not? 

Mr.  Sanchez.  Yes,  sir,  it  certainly  is.  I  think  that  we  may  need 
a  little  help  to  transition  to  that,  to  deal  with  the  incremental 
kinds  of  issues  that  may  be  involved,  but  I  do  not  think  it  should 
be  a  system  outside  of  the  regular  programs. 

Chairman  DOMENICI.  Agnes,  would  you  please  grace  us  with  your 
testimony?  It  is  nice  to  have  you  here. 

STATEMENT  OF  AGNES  NOONAN,  WOMEN'S  ECONOMIC  SELF- 
SUFFICIENCY  TEAM,  WESST  CORP. 

Ms.  NooNAN.  Good  morning,  Mr.  Chairman.  Thank  you.  I  have 
presented  a  copy  of  my  remarks  to  the  committee,  so  I  will  try  to 
excerpt  as  well  in  the  interest  of  time. 

I  represent  the  Women's  Economic  Self-Sufficiency  Team,  other- 
wise known  as  WESST  Corp.  which  is  a  non-profit  business  assist- 
ance organization  targeted  to  low-income  women  and  minorities. 
WESST  Corp.  was  founded  in  1988  with  the  mission  of  assisting 
women  in  New  Mexico  to  create  economic  self-sufficiency  for  them- 
selves and  their  families  through  sustained  self-employment.  I  will 
underline  the  word  "sustained." 

Over  50  percent  of  our  clients  make  less  than  $15,000  when  they 
first  approach  WESST  Corp.  Many  of  these  women  are  or  have 
been  on  some  form  of  public  assistance.  For  those  who  are  willing 
to  make  the  commitment  to  self-employment,  the  rewards  are  tre- 
mendous: self-satisfaction,  independence,  and  an  opportunity  for 
real  financial  gain. 

In  New  Mexico,  this  is  particularly  crucial.  Though  opportunities 
in  the  employment  sector  are  improving  somewhat  in  the  greater 
Albuquerque  metropolitan  area,  a  great  many  rural  New  Mexicans 
do  not  have  similar  job  opportunities. 

In  Taos  County,  for  example,  the  poverty  rate  is  38  percent;  in 
Cuba,  New  Mexico,  an  astounding  56  percent.  One  very  real  alter- 
native to  low  paying  jobs  for  many  New  Mexicans  is  self-employ- 
ment, but  contrary  to  the  popular  notion  that  individuals  are  bom 
entrepreneurs,  the  truth  is  that  the  average  American  needs  a 
great  deal  of  technical  training  in  order  to  improve  the  odds  that 
his  or  her  business  will  succeed. 

The  average  American  does  not  know  how  to  do  market  research, 
nor  understand  why  it  is  important;  does  not  understand  basic  fi- 
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nancial  concepts  of  cash  flow  and  profit  and  loss;  and  finally,  the 
average  American  who  is  thinking  about  starting  his  or  her  own 
business  is  always  a  bit  surprised  to  learn  that  they  probably  will 
not  make  a  million  dollars  in  their  first  year. 

Helping  to  provide  this  necessary  technical  assistance  is  where 
organizations  like  WESST  Corp.  fit  in.  Since  its  inception,  WESST 
Corp.  has  provided  direct  technical  assistance  to  over  1,500  individ- 
uals desirous  of  starting  or  growing  an  existing  business,  resulting 
in  300  business  start-ups  and  expansions  throughout  the  State  of 
New  Mexico,  and  the  creation  of  over  400  jobs. 

Through  WESST  Corp.'s  revolving  micro-loan  fund,  we  have  ex- 
tended 65  loans  totalling  over  $170,000,  for  an  average  loan  size 
of  $2,800.  Though  a  $2,800  loan  may  not  seem  like  much,  over  50 
percent  of  the  businesses  started  by  women  in  New  Mexico  have 
been  started  on  less  than  $5,000. 

According  to  Inc.  Magazine,  of  the  500  fastest  growing  small  and 
medium  sized  businesses  in  the  United  States,  30  percent  started 
with  $5,000  or  less  in  capital. 

Why  does  it  make  sound  economic  sense  to  support  programs  like 
WESST  Corp.'s?  A  quick  review  of  some  pertinent  facts  provide  the 
answer.  There  are  6.5  million  women-owned  businesses  in  the 
United  States  employing  over  11  million  people.  In  fact,  women- 
owned  businesses  today  are  employing  more  people  than  the  For- 
tune 500  companies  combined. 

Currently  women  own  30  percent  of  all  businesses  in  the  United 
States.  By  the  year  2000,  half  of  all  businesses  in  the  United  States 
will  be  owned  by  women.  Forty-four  percent  of  all  women-owned 
businesses  have  sales  of  over  $250,000. 

What  all  of  these  statistics  point  to  is  that  small  women-owned 
businesses  are  the  engine  of  growth  for  the  National  economy.  In 
a  State  like  New  Mexico  where  over  half  of  all  small  businesses  are 
owned  by  women  and  minorities,  it  is  imperative  that  we  continue 
to  provide  essential  technical  support  in  order  to  improve  the  odds 
for  long-term  business  success. 

From  the  beginning,  WESST  Corp.  has  relied  on  a  public/private 
partnership  to  fund  its  ongoing  operations.  We  have  been  a  dem- 
onstration program  of  the  SBA's  Office  of  Women's  Business  Own- 
ership, and  a  current  participant  in  the  SBA's  Microloan  Dem- 
onstration Program,  two  very  critical  programs  which  have  enabled 
WESST  Corp.  to  leverage  private  sector  funds  and  support  from 
companies  like  US  WEST,  Levi  Strauss,  Bank  of  America,  Public 
Service  Company  of  New  Mexico,  and  Sunwest  Bank. 

Mr.  Chairman,  we  would  like  to  express  our  concern  about  poten- 
tial cuts  in  Federal  programs  that  work;  namely,  the  Office  of 
Women's  Business  Ownership,  and  the  Microloan  Demonstration 
Program. 

We  are  particularly  concerned  about  potential  cuts  in  technical 
assistance  funding  for  programs  like  ours  around  the  country.  The 
clients  we  are  seeking  to  assist  do  not  initially  have  the  technical 
skills  necessary  in  order  to  run  a  successful  small  business.  Where 
loans  of  $25,000  or  less,  commonly  referred  to  as  microloans,  are 
concerned,  the  majority  of  individuals  are  ill-prepared  to  receive 
such  a  loan  without  extensive  up-front  technical  assistance. 
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Microenterprise  and  microloan  programs  around  the  country  are 
fueling  economic  growth,  particularly  in  rural  America.  While  the 
people  who  benefit  from  these  programs  may  never  make  the  front 
pages  of  the  Wall  Street  Journal,  let  us  not  forget  it  is  the  millions 
of  these  microenterprises  which  move  goods  and  services  and,  in 
turn,  dollars  through  local  economies. 

As  efforts  to  reduce  the  Federal  deficit  continue,  it  is  our  hope 
that  our  elected  representatives  will  see  the  wisdom  of  continuing 
Federal  funding  for  self-employment  programs.  Self-employment 
programs  which  can  leverage  private  sector  support  should  be  par- 
ticularly encouraged. 

Thank  you  very  much. 

Chairman  DOMENICI.  Thank  you  very  much.  I  think  you  can  up- 
date your  number  of  jobs  of  women-owned  businesses.  I  think  we 
got  a  circular  that  said — we  were  saying  that  last  year — women- 
owned  businesses  employ  more  people  than  the  Fortune  500.  Now 
we  can  add  they  employ  35,000  more  than  the  Fortune  500's.  So 
it  is  growing  at  a  faster  rate  than  the  big  companies,  women-owned 
businesses  are. 

[The  prepared  statement  of  Ms.  Noonan  follows:] 
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.0     K.     P 

TESTIMONY  OF  AGNES  NOON  AN  BEFORE 

THE  UNITED  STATES  SENATE   BUDGET  COMMITTEE 

APRIL  19,  1995  -  ALBUQUERQUE,  NEW  MEXICO 


Mr.  Chairman,  Ladies  and  Gentlemen: 

I  represent  the  Women's  Economic  Sielf-Sufficlency  Team  otherwise 
known  as  WESST  corp.  a  non-profit  business  assistance  organization  targeted 
to  low-income  women  and  minorities.  WESST  corp  was  founded  in  1988  with  a 
mission  of  assisting  women  in  New  Mexico  to  create  economic  self-sufficiency 
for  themselves  and  their  families  through  sustained  self-employment.  Over  50 
percent  of  our  clients,  make  less  then  $15,000  a  year  when  they  first  approach 
WESST  Corp. 

WESST  corp's  phiiosophy  is  one  of  self-help,  individuals  exploring  the 
path  of  entrepreneurship  as. a  WESST  corp  client  must  make  a  commitment  to 
work  hard.  We  will  not  do  the  work  for  them;  rather,  WESST  corp  consultants 
will  guide  an  individual  through  the  all  important  process  of  business  planning 
from  product  idea  to  market  research,'  from  marketing  to  operations  amj  from 
administration  to  financing. 

Many  individuals  never  make  it  through  this  process.    For  various 
reasons,  they  "seff-selecT  out  of  the  self-employment  world.  In  ourview,  these 
are  success  stories,  too  -  one  less  person  who  through  a  process  of  education 
and  training  decides  for  herself  that  entrepreneurship  is  not  for  her  and 
probably  one  less  business  that  might,  have  eventually  filed  for  bankmptcy. 


women's  Economic  self-SuffldeneyTsam  a  Nonprofit  Corporation 
414  Silver  SW,  Albuquerxjue  New  Mexico  87102-3239    505.848.47.60 
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For  those  who  are  wllDng  to  make  the  commitment  to  self-employment, 
the  rewards  are  tremendous:  self-satisfaction, -independence  and  an 
opportunity  for  real' financial  gain.  In  New  Mexico,  this  is  particularly  crucial. 
Though  opportunities  in  the  employment  sector  are  improving  somewhat  in  the 
greater  Albuquerque  metropolitan  area,  a  great  many  mral  New  Mexicans  do 
not  have  similar.  Job  opportunities.  In  Cuba,  New  Mexico,  for  example,  the 
poverty  rate  is  above  35%;  in  Taos  County,  36%.    One  very  reaJ  alternative  to 
low-paying  Jobs  for  many  New  Mexicans  Is  self-employment 

But  contrary  to  the  popular  notion  that  individuals  are  "bom 
entrepreneurs, "  the  truth' is  that  the  average  American  heeds  a  great  deal  of  . 
technical  .training  in  order  to  improve  the  odds  that.his  or  her  business  will 
succeed.  The  averaige  American  does  not  know  how  to  do  market  research  nor. 
why  it  is  important;  doeis  not  understand  basic  financial  concepts  of  cashflow 
and  profit  and  loss;  and  finally,  the  average  American  who  is  thinking  about 
starting  his  or  her  own  business  is  always  a  bit  surprised  to  ieam  that  they 
probably  wori't  make  a  million  dollars  in  their  first  year. 

..  ■         •         '  ■  ■         .' 

.  Helping  to  provide' this  necessary  technical  assistance  is  where 
-organiziatioris  like  WESST  corp  fit  in.  Since  its  inception,  WESST  corp  has 
provided  direct  technical  assistance  to  over  1 ,500  individuals  desirous  of 
startirig  or  growing  an  existing  business,  resulting  in  300  start-ups  arid 
expansions  throughput  the  state  of  New  Mexico  and  the  creation  of  over  400 
jobs.  Through  WESST  corp's  revolving  microtoan  fund,  we  have  extended  65 
loans  totaling  over  $170,000  for  an  average  loan  size  of  $2,800.    Though  a 
$2,600  loan  may  notsieem  like  much,  over  50  percent  of  the  businesses  started 
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by  women  in  New  Mexico  have  been  started  on  less  than  $5,000.  And,  ■ 
according  to  Inc.  Mat^a^na.  of  the  500  fastest  growing  small  and  medium  size 
businesses  in  the  U.S.,  30  percent  started  with  $5,000  or  less  in  capital. 

yvhy  does  it  make  sound  economic  sense  to  support  programs  like 
WESST  corp's  which  isprovMing  quafrty  business  assistance  to  women  and 
minorities?  A.  quick  review,  of  some  pertinent  facts  provide  the  answer,  there 
are  6.5  millton  womerH)wned  businesses  in  the  U.S.,  employing  over  11  million 
people.  In  fact»  womennawned  businesses  today  are  employing  more  people 
than  the  Fortune  500  companies  combined.  Currently,  women  own  30 -percent 
Off  all  businesses  In  the  United  States;  by  the  year  2000,  half  of  all  businesses  in 
the  U.S.  will  be  owned  biy  women.  Forty-four  percent  of  all  women-owned 
businesses  have  sales  of  over  $250,000.   What  all  of  these  statistics  point  to  is 
that  small  women-owned  businesses  are  the  engine  of  growth  for  the  national 
economy.    In  a  state  Bke  New  Mexico,  where  over  half  of  all  small  businesses  . 
are  owned  by  women  land  minorities,  it  is  Imperative  that  we  continue  to  provide 
essential  technical  support  in  order.io  improve  the  odds  for  lorig-temi  business 
success.    ■,.•..'. 

From  the  beginning,  WESST  corp  has  relied  on  a  publio-piivate 
-partnersiiip  to  fund  its  on-going  operations.  We  have  been  a  demonstration 
program  of  the  SBA's  Office  of  Women's  Business  Ownership  and  a  current 
partidpant  in  the  SBA's  Microloan  Demonstration  Program  -  two  very  critiical 
programs  which  have  enabled  WESST  corp  to  leverage  private  sector  funds 
and  support  from  companies  like  US  WEST,  Levi  Strauss,  Sank  of  America. 
Public  Servk^e  Company  of  New  Mexico  and  SunwestBank.  And  perhaps  most 
importantiyi  WESST  corp  works  collaboratively  with  the  business  community, . 
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recaiKing  volunteer  professionals  who  provide  pro  bono  client  services.  As  for 
other  existing  business  assistance  programs,  WESST  corp  collaborates  both 
fortriaJly  and  informally  to  avoid  duplication  of  programs  and  services.  . 

Mr.  Chaimian«  we  would  like  to  express  our  concern  about  potential  cuts 
in  federal  programs  that  work  •  namely  the  Officie  of  Women's  Business 
Ownership  and  the  Microloan  Demonstration  program.  We  are  particularly 
concerned  about  potential  cuts  in  techniral  assistance  funding  for  programs  like 
ours  around  the  country.  The  clients  we  are  seeking  to  assist  do  not  initially 
halve  the  technical  skills  necessary. in  order  to  run  a  successful  smallbusiness. 
Where  loans  of  $25,000  or  less  -  commonly  referred  to  as  microloans  -  are 
concerned,  the  majority  of  individuals  are  ill-prepared  to  receive  such  a  loan 
without  extensive  up-front  technical  assistance; 

Microenterprise  and  microloan  programs  around  the  country  are  fueling 
economic  growth,  particularly  in  rural  Ainefica.  While  the  people  who  benefit 
from  these  progran^  may  never  make  the  front  pages  of  the  Wall  Street  Journal, 
let  us  hot  forget  it  is  the  millions  of  these  microenterprises  which  move  goods 
and  services  and  in  turn  dollars  through  k)cal  economies.  As  efforts  to  reduce 
the  federal  deficit  continue,  it  is  our  hope  that  our  elected  representatives  will 
see  the  wisdom  of  continuing  federal  funding  for  self-employment  projjrams. 
Self-employment  pirograms  which  can  leverage  private  sector  support  should 
be  particularly,  encouraged. 
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Chairman  DoMENici.  Jon  Barela,  Private  Sector  Council  under 
JTPA,  I  hate  to  make  you  our  last  witness  of  the  day.  You  have 
been  very  patient,  but  we  will  be  glad  to  hear  from  you. 

STATEMENT  OF  JON  BARELA,  CHAIRMAN,  ALBUQUERQUE/ 
BERNALILLO  COUNTY  PRIVATE  INDUSTRY  COUNCIL 

Mr.  Barela.  Well,  I  appreciate  being  here  this  afternoon,  Sen- 
ator. Thank  you  very  much,  Mr.  Chairman,  and  it  is  nice  to  refer 
to  you  as  Mr.  Chairman  once  again. 


408 

I  would  like  to  address  job  training  issues  in  the  New  Mexico  en- 
vironment, in  particular  the  company  that  I  happen  to  work  for, 
Intel.  I  am  the  community  relations  manager  for  Intel. 

I  have  served  as  the  Private  Industry  Council  chairman  now  for 
a  little  over  a  year,  and  have  been  on  the  Private  Industry  Council 
for  a  little  over  2  years. 

Here  in  New  Mexico,  we  are  seeing  some  exciting  job  creation  ac- 
tivities taking  place.  Unfortunately,  many  residents  in  this  State 
are  not  able  to  take  advantage  of  these  newly-created  job  opportu- 
nities for  a  number  of  reasons,  and  I  think  part  of  that  is  because 
we  need  to  fundamentally  change  the  way  we  look  at  education  and 
the  way  we  are  teaching  our  kids. 

We  need  to  change  attitudes,  and  that  is  the  bottom  line.  A  high 
school  education  alone  is  not  sufficient,  and  unfortunately,  there 
are  many  individuals,  not  only  in  this  country,  but  in  New  Mexico 
that  still  believe  that  a  high  school  education  does  open  the  door 
to  a  certain  degree  of  financial  security.  Unfortunately,  we  believe 
that  is  a  fallacy. 

On  the  other  hand,  too,  and  I  have  been  guilty  of  this,  we  encour- 
age our  kids,  to  go  to  college,  and  we  emphasize  a  college  edu- 
cation. But  college  is  not  for  everybody.  As  I  have  said,  I  have  been 
very  guilty  of  this  in  the  past,  and  I  finally  realized  that  if  you  say 
college  is  an  all  or  nothing  proposition,  you  lose  a  lot  of  kids  be- 
cause they  drop  out. 

As  I  said,  college  is  not  for  everybody,  but  there  is  a  wonderful 
alternative  and  that  is  technical  education,  vocational-type  edu- 
cation which  Dr.  Sanchez's  institution  does  a  tremendous  job  of. 

For  those  reasons,  the  post-war  economic  model,  the  post-war 
work  place  has  changed  dramatically.  I  can  remember  my  mom 
and  dad,  who  had  a  high  school  education  and  that  was  sufficient 
to  provide  for  my  family,  and  they  earned  a  pretty  good  wage.  We 
did  not  get  rich,  but  it  was  certainly  a  pretty  decent  way  of  life. 

But  major  changes  have  occurred  in  the  workplace.  As  Professor 
Santos  has  pointed  out  and  Dr.  Sanchez  have  eloquently  pointed 
out,  incredible  changes  are  evolving  in  our  work  place,  and  those 
changes  started  15  years  ago.  No  longer  can  employees  go  to  work 
with  minimal  vocational  skills  or  merely  a  high  school  education. 

New  and  highly  sophisticated  computers,  robotics  and  other 
equipment  are  now  demanding  highly  skilled  workers.  Thirty  years 
ago,  the  paradigm  was  different.  Nearly  100  percent  of  the  manu- 
facturing jobs  that  existed  in  this  country  involved  simple  repet- 
itive tasks.  Now  that  figure  is  down  to  about  60  percent,  60  percent 
of  the  United  States  manufacturing  in  jobs  involve  those  simple  re- 
petitive tasks,  and  many  predict  that  30  years  from  now,  many  fac- 
tories in  the  industrialized  world  will  require  no  manual  labor  at 
all. 

Because  of  these  foregoing  statistics,  many  economists  and  the 
Wall  Street  Journal  have  suggested  that  this  corporate  re-engineer- 
ing could  cost  the  United  States  anywhere  from  1.5  to  two  million 
jobs  a  year.  That  is  the  bad  news. 

The  good  news  is  that  there  are  compgmies  like  Intel  and  other 
high-tech  industries  that  are  growing  jobs.  I  do  agree  v^nith  you. 
Senator,  that  it  is  indeed  the  private  sector  that  must  grow  these 
jobs  ultimately  for  our  economy  to  thrive  and  to  be  competitive. 
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These  jobs  provide  higher  wages  but  also  demand  higher  skills 
from  the  workers,  and  this  skills  gap  grows.  Very  often  those  need- 
ing jobs  and  the  jobs  available  simply  do  not  match.  The  skills  gap 
creates  a  mismatch  and  many  of  these  people  are  just  simply  un- 
prepared to  join  the  work  force. 

Let  us  take  our  company  as  an  example,  Intel.  Intel  started  26 
years  ago  with  very  humble  beginnings,  12  employees.  Currently, 
just  26  years  later,  we  have  over  33,000  employees,  the  overwhelm- 
ing majority  of  which  have  been  created  in  the  United  States,  do- 
mestic jobs. 

Here  in  New  Mexico,  the  growth  has  been  no  less  phenomenal. 
In  1980,  we  started  at  the  comer  of  Sara  Road  and  528  with  25 
people  at  the  old  G.E.  Lenkert  facility.  Right  now,  we  have  over 
4,200  employees,  tremendous  growth. 

The  expansion  that  we  are  currently  undertaking  is  $1.95  bil- 
lion— that  is  how  much  we  have  invested  in  the  Rio  Rancho  site — 
adding  something  like  1.3  million  square  feet  of  space.  Obviously 
we  need  technically  skilled  workers,  people  who  are  dealing  with 
multi-million  dollar  pieces  of  equipment. 

A  simple  calibration  error  can  literally  ruin  hundreds  of  thou- 
sands of  dollars  of  product  in  just  a  few  seconds.  So  clearly,  we 
need  to  draw  upon  a  skilled  work  force  to  remain  competitive. 

In  order  to  address  this  issue,  it  is  going  to  take  an  unprece- 
dented partnership  between  business  entities,  government  includ- 
ing the  public  schools,  and  most  importantly,  individuals.  Like  I 
said,  we  need  to  change  these  attitudes. 

I  might  add  that  we  have  worked  well  with  just  about  everybody 
on  this  panel,  including  T-VI  who  has  a  campus  at  Intel  to  try  to 
get  our  workers'  skills  where  they  need  to  be  to  work  at  Intel. 

Also,  the  government  has  done  a  tremendous  job  and  that  is 
where  the  Job  Training  Partnership  Act  comes  in.  Over  the  last  13 
years,  the  JTPA  has  been  a  tremendous  resource  for  the  industry 
and  the  people  of  New  Mexico.  We  have  used  a  network  of  commu- 
nity colleges,  vocational  schools,  universities,  and  public  secondary 
schools. 

Specifically  over  the  past  2  years,  the  JTPA  has  directly  assisted 
over  1,000  individuals  affected  by  lay-offs  and  plant  closures,  in- 
cluding the  recent  closure  of  the  Martin  Marietta  and  Siemens 
plants.  A  JTPA  grant  helped  251  of  those  displaced  workers,  and 
as  of  this  date,  90  percent  of  those  workers  have  been  retrained 
and  are  now  employed  in  this  area  earning  an  average  of  nearly 
$10  an  hour. 

The  JTPA  also  addresses  the  basic  concerns  of  illiteracy  which 
compounds  problems,  not  only  for  educators,  and  we  estimate  that 
close  to  1,000  individuals  have  been  helped  directly  in  the  past  cou- 
ple of  years  with  respect  to  that. 

Finally,  most  importantly,  are  the  youth  and  the  young  people, 
especially  the  low-income  and  under-represented  minorities  who 
have  also  been  helped  by  the  JTPA. 

I  want  to  summarize  by  simply  saying  that  I  certainly  do  not 
envy  the  choices  that  you  have  to  make,  Mr.  Chairman.  Clearly 
getting  our  budget  deficit  under  control  is  paramount.  I  am  not 
afraid  of  change,  for  one,  and  I  encourage  you  to  look  at  the  JTPA 
to  look  at  changes  that  may  make  our  programs  more  effective,  to 
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consolidate,  to  save  money,  and  maybe  I  will  be  one  of  the  first  to 
say,  "Fine,  let  us  look  at  change."  Again,  we  are  not  afraid  of  it. 

Again,  we  thank  you  for  all  your  efforts. 

[The  prepared  statement  of  Mr.  Barela  follows:] 

TESTIMONY  OF  JON  BARELA 

CHAIRMAN,  ALBUQUERQUE/BERNALILLO  PRIVATE  INDUSTRY 
COUNCIL  (PIC) 

BEFORE 

THE  SENATE  COMMITTEE  ON  THE  BUDGET 

APRIL  19, 1995 


Mr.  Chaimuin,  Senators ,  I  am  Jon  Barela  and 

serve  as  Chairman  of  the  Albuquerque/Bemalillo  County  Private  Industry  Council  (PIC). 
I  have  served  on  the  PIC  for  nearly  two  years,  and  I  very  much  appreciate  the  opportunity 
to  appear  before  your  committee  today  to  address  job  creation  issues  in  New  Mexico.  I 
am  also  the  Community  Relations  Manager  for  Intel  New  Mexico's  facility  in  Rio  Rancho. 

Mr.  Chairman,  I  am  a  native  New  Mexican  who  was  bom  and  raised  in  Las  Cruces.  In 
feet,  I  am  a  sixth-generation  New  Mexican  and  I  am  thrilled  to  see  the  progress  being 
made  in  providing  job  opportunities  for  people  like  myself  who  wish  to  stay  in  this  state. 
However,  at  the  same  time,  I  am  concerned  about  certain  disturbing  trends  among  our 
population  that  point  to  the  troublesome  possibility  that  while  well-paying,  jobs  may  be 
created  in  the  next  several  years,  many  of  our  state's  population  will  be  unable  to  take 
advantage  of  those  newly  created  job  opportunities. 
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Before  I  address  the  specifics  of  those  opportunities  and  potential  problems,  I  would  like 
to  discuss  my  perceptions  of  what  challenges  we  face  in  changing  the  attitudes  regarding 
education,  job  training,  and  ultimately,  full  integration  into  the  economic  mainstream  In 
short,  too  many  Americans  and  New  Mexicans,  in  particular,  think  that  a  high  school 
education  alone  will  sufiBce  in  opening  the  door  of  economic  opportunity.  Many  of  us  are 
still  operating  under  the  post-war  economic  model  where  a  high  school  education  was 
normally  a  ticket  to  economic  security.  Indeed,  throughout  this  century,  the  United  States 
experienced  unparalleled  economic  growth,  much  of  which  was  driven  by  the 
manufacturing  sector  of  our  economy.  From  the  postwar  years  until  the  mid  1970s,  most 
individuals  could  rely  on  their  high  school  education,  a  minimal  level  of  vocational 
training,  or  a  combination  of  the  two,  in  order  to  land  well-paying,  stable  jobs.  Typically, 
a  graduating  high  school  student  would  receive  all  the  skills  he/she  needed  in  order  to 
compete  for  those  entry-level,  manufacturing  jobs  in  stable,  prosperous  companies.  In 
many  cases,  that  worker  would  spend  their  entire  career  with  that  company,  usually  never 
needing  to  upgrade  skills,  except  as  needed  by  particular  job  demands.  Manufacturing 
jobs  flourished  in  the  automobile,  steel,  construction,  and  aerospace  industries,  to  name  a 
few.  In  each  of  those  industries,  the  level  of  training  needed  for  the  average  employee  was 
relatively  minimal,  with  on  the  job  training  usually  being  sufficient  to  keep  an  competitive 
edge  on  business  rivals.  At  the  same  time,  the  average  worker  earned  a  good  wage  and 
was  usually  able  to  raise  a  family  on  the  salary  and  benefits  he/she  received  .  .  .  workers 
didn't  get  rich,  but  in  most  cases,  it  wasn't  a  bad  way  to  make  a  living. 
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However,  in  the  last  1 5  years  or  so,  major  workforce  transformations  have  taken  place  in 
the  United  States,  while  at  the  same  time,  educational  and  vocational  training  needs  have 
not  kept  pace  with  those  changes.  A  new  generation  of  sophisticated  information  and 
communication  technologies  is  being  introduced  at  incredible  speed  in  workplace 
situations.  Intelligent  machines  are  producing  advanced  products  in  manufacturing 
environments  that  demand  rigid  quality  control  and  high  degree  of  skill  from  workers. 
Thirty  years  ago,  nearly  100%  of  the  manufacturing  jobs  in  the  country  involved  work  that 
involved  nothing  more  than  simple,  repetitive  tasks.  Now,  only  about  60%  of  US 
manufacturing  jobs  involve  those  simple  functions.  Indeed,  American,  Japanese  and  other 
corporate  re-engineering  architects  predict  that  in  efforts  to  become  a  fully-computerized 
information-based  society,  in  the  near  future,  complete  automation  of  entire  plants  will 
come  into  being,  and  during  the  next  twenty  to  thirty  years  most  factories  in  the 
industrialized  nations  will  require  no  manual  labor  at  all.  Automated  machinery,  robotics, 
and  increasingly  sophisticated  computers  will  perform  many  of  the  jobs  involving  simple 
tasks.  In  terms  of  real  numbers,  that  means  nearly  60  million  jobs  are  potentially 
vulnerable  to  workforce  transformation  and  dislocation. 

Because  of  the  foregoing  statistics,  many  economists,  and  even  the  Wall  Street  Journal 
have  suggested  that  corporate  re-engineering  could  eliminate  between  one  million  and  2.S 
million  jobs  a  year  "for  the  foreseeable  future".  Notwithstanding  those  statistics  and 
predictions,  I  challenge  the  conventional  thinking  that  our  country  is  losing  huge  numbers 
of  manufacturing  jobs  to  oflFshore  competitors.      I  do  agree  that  certain  types  of 
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manufacturing  operations  are  being  replaced  by  higher-tech,  higher  wage  jobs,  which  are 
not  normally  associated  with  manufacturing,  but  in  the  end,  the  net  effect  is  job  creation, 
not  job  loss  After  all,  workers  are  will  still  be  needed  to  operate  these  new  sophisticated 
machines,  highly  skilled  technicians  will  necessarily  have  to  be  hired  to  repair  that 
equipment,  and  of  course,  yet  thousands  more  will  be  needed  to  manufacture  those  high- 
tech  devices.  Furthermore,  although  the  number  of  blue  collar  woricers  continues  to 
decline,  manufacturing  productivity  is  soaring.  In  the  United  States,  annual  productivity, 
which  was  growing  at  slightly  over  one  percent  per  year  in  the  early  1980's,  has  climbed 
to  over  three  percent  in  the  wake  of  new  advances  in  computer  automation  and  workplace 
restructuring.  From  1979  to  1992,  productivity  increased  by  35%  in  the  manu&cturing 
sector  while  the  work  force  shrank  by  15%.  These  statistics,  of  course,  bear  directly  on 
the  issue  of  global  competitiveness,  which  is  of  paramount  importance  to  our  economy. 

In  order  to  stay  globally  competitive,  we  need  a  well-trained,  well  motivated  workforce. 
The  many  new  jobs  that  are  being  created  by  the  high-tech  industries  like  Intel  and  other 
competitors  in  the  high-tech  global  economy  are  those  which  require  highly  speaahzed, 
refined  skills.  However,  very  often  the  gap  in  educational  levels  between  those  needing 
jobs  and  the  kind  of  high  tech  jobs  available  is  so  wide  that  many  would-be  employees  are 
overwhelmed  and  unprepared  for  the  demands  of  the  new  workplace  and  training 
programs  for  these  new  types  of  jobs.  Many  displaced  workers,  new  high  school 
graduates,  and  other  job  seekers  feel  completely  unprepared  to  grapple  with  the  enormity 
of  transition  taking  place.    The  onslaught  of  current  technological  breakthroughs  and 
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economic  restructuring  have  occurred  with  little  warning,  and  woricers  are  questioning 
whether  there  is  a  role  for  them  in  this  quickly  changing,  sometimes  intimidating 
workforce  transformation.  Workers  with  years  of  education,  skills,  and  work  experience 
face  the  real  prospect  of  being  made  redundant  by  the  forces  of  automation  and 
information. 

Let's  take  my  employer,  Intel,  as  an  example  of  this  trend.  Our  company  is  in  the 
semiconductor  manufacturing  business  and  was  founded  26  years  ago.  We  started  with  an 
initial  workforce  of  12.  Today,  we  are  the  world's  largest  microchip  maker  with  over 
33,000  employees  and  1994  net  revenues  of  $11.5  billion.  Here  in  New  Mexico,  we 
started  operations  in  1980  with  a  modest  workforce  of  25  employees.  Today,  we  are  the 
largest  private  sector  employer  in  the  Albuquerque  Metropolitan  Area  with  over  4,200 
full-time  employees.  We  also  employ  another  3,000  contractors.  Intel  is  now  completing 
a  $1.95  billion  expansion  at  our  Rio  Rancho  site  which  created  about  2,100  local 
permanent  jobs.  Obviously,  our  company's  growth  has  been  phenomenal,  but  it  reflects 
the  industry  trend.  Really  all  we  do  in  Rio  Rancho  is  r.ianu&cture  computer  chips.  That's 
a  deceptively  simple  description  for  what  is  an  incredibly  complex,  and  in  this  former 
lawyer's  mind,  miraculous  manufacturing  process.  Seventy  percent  of  our  workforce  is 
comprised  of  manufacturing  technicians.  Our  technicians  do  not  fit  the  traditional  postwar 
profile  of  an  employee  involved  in  manufacturing.  In  most  cases,  we  seek  individuals  with 
two-year  technical  degrees  in  electronics  or  semiconductor  manufacturing.  This 
curriculum  is  very  demanding  with  required  courses  in  math,  physics,  and  chemistry.  Our 
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technicians  operate  very  sophisticated  pieces  of  equipment  which  can  cost  upwards  of 
several  million  dollars.  A  small  calibration  error  on  that  equipment  can  ruin  hundreds  of 
thousands  of  dollars  worth  of  product  in  literally  seconds.  Untrained  individuals  simply 
cannot  realistically  expect  to  work  operate  and  work  in  this  kind  of  environment.  Perhaps 
more  than  any  other  business,  semiconductor  the  industry  is  extremely  competitive  with 
new  generation  chips  and  production  processes  being  introduced  every  six  months.  By 
comparison  it  took  decades  to  change  the  basic  manu&cturing  processes  in  other 
businesses  like  the  automotive  and  steel  industries.  Thus,  to  remain  an  industry  leader  and 
competitive,  Intel  needs  highly  trained  workers,  who  can  readily  adapt  to  changing 
technology.  A  high  school  diploma  alone,  in  neariy  every  case,  will  not  suffice  in  meeting 
our  workforce  requirements. 

By  the  same  token,  our  woricers  are  well  compensated.  Entry-level  technicians  can  expect 
a  starting  salar'  of  over  $22,000  per  year  excluding  generous  bonuses,  incentives, 
overtime,  and  other  benefits.  It  is  not  uncommon  for  a  first  year  manufiicturing  technician 
to  be  paid  over  i3  0,000,  not  bad  for  someone  with  a  two-year  degree.  The  average  salary 
for  an  Intel  employee  at  our  Rio  Rancho  site  is  $35,000,  well  above  the  state  av^tige  of 
about  $16,000.  We  are  fortunate  to  have  hired  heavily  fi-om  New  Mexico.  During  our 
expansion  process,  64%  of  the  new  hires  at  our  Rio  Rancho  site  were  New  Mexicans. 
That's  the  good  news.  The  bad  news  is  that  there  is  a  widening  skills  gap,  and  more 
importantly,  wage  gap  between  New  Mexicans  who  can  take  advantage  of  the  Intel,  high- 
tech  type  jobs,  and  those  who  will  have  few  job  choices,  other  than  minimum-wage  jobs. 


416 

Here  in  New  Mexico,  therefore,  we  face  the  same  problems  that  confrom  businesses  and 
government  leaders  on  a  national  level.  Jobs  are  being  created,  but  many  are  not  prepared 
to  take  advantage  of  the  accompanying  opportunities.  The  New  Mexico  Department  of 
Labor  estimates  that  over  1 10,000  new  jobs  will  be  created  in  this  state  by  the  year  2000, 
an  overall  increase  of  approximately  20%.  Some  35,000  new  jobs  are  expected  in  the 
manufacturing/technical/professional  sector  alone.  Increases  in  New  Mexico's 
technology-related  industries  will  result  in  growing  demands  for  engineers,  scientists, 
computer  specialists,  technicians  and  other  workers  who  are  directly  involved  in  operating 
high-tech  instruments  and  related  manufacturing  processes.  The  impact  of  this 
technological  revolution  will  also  indirectly  affect  non-manu&cturing  service  sector  jobs. 
Just  ask  your  local  auto  mechanic  how  computers  have  affected  his  business  when 
repairing  sophisticated  engines  or  ABS  systems  on  newer  vehicles;  or  ask  your  secretary  if 
computer  skills  are  a  necessary  part  of  the  job.  The  well-paying,  highly  sought  after  jobs 
will  demand  advanced  levels  of  cognitive  and  technical  skills.  Under  the  old  postwar 
economic  model,  a  high  school  graduate  with  little  or  no  skills  could  make  a  decent  living. 
Under  the  new  paradigm,  the  same  worker  is  operating  under  staggering  odds  to  become 
fully  integrated  into  the  economic  mainstream.  The  wage  gap  between  the  skilled  worker 
and  the  unskilled  worker  will  continue  to  grow  creating  new  and  interesting  social 
dynamics.  Again,  it  will  no  longer  be  satisfactory  to  have  merely  a  high  school  diploma 
and  expect  to  compete  for  these  coveted  jobs. 
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Fortunately,  companies  like  Intel  recognize  it  is  in  their  best  interest  to  invest  into  the  local 
workforce  to  remain  competitive  It  is  also  fortunate  that  schools  and  other  institutions 
are  making  tremendous  progress  toward  implementing  "school  to  work"  programs  that 
prepare  students  for  the  new  workplace  challenges  that  I  mentioned.  Thus,  resolving  the 
mismatch  between  the  skills  of  the  labor  force  and  the  skill  demands  of  the  workplace 
requires  an  unprecedented  partnership  between  the  private  sector,  the  government 
(including  schools),  and  most  importantly,  individuals  who  are  committed  to  improving 
their  own  employability.  Again,  changing  attitudes,  especially  among  individuals,  is  vital. 

Over  the  past  13  years,  the  Job  Training  Partnership  Act  has  proven  to  be  a  tremendous 
resource  for  industry  and  the  people  of  New  Mexico.  Using  a  network  of  community 
colleges,  technical-vocational  schools,  universities,  and  elementary  and  secondary  schools, 
thousands  of  displaced  workers,  low  income  residents,  and  young  people  have  taken 
advantage  of  the  JTPA  to  obtain  skills  required  to  participate  in  the  growing  high-tech  job 
market  of  this  state. 

Specifically,  over  the  past  two  years,  the  JTPA  has  directely  assisted  over  1,000 
individuals  affected  by  lay  ofiFs  and  plant  closures.  The  closure  of  the  Martin  Marietta  and 
Siemens  plants  left  over  450  people  looking  for  new  jobs,  with  300  of  those  needing  some 
degree  of  retraining.  A  JTPA  grant  helped  251  of  those  displaced  workers,  and  as  of  this 
date,  over  90%  of  those  retrained  workers  are  now  employed  earning  an  average  of  $8.34 
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an  hour.  Without  that  JTPA  assistance,  hundreds  of  displaced  workers  would  be  unable 
to  get  the  necessary  training  to  compete  in  this  new  job  market. 

Compounding  the  training  problems  is  a  more  fundamental  concern  among  employers  and 
educators  alike:  illiteracy.  At  a  recent  public  forum  sponsored  by  our  PIC,  we  heard 
startling  information  regarding  the  unusually  high  degree  of  illiteracy  in  our  area.  In 
particular,  we  heard  from  representatives  of  the  Vietiumiese  community  who  are 
particularly  affected  by  illiteracy.  They  estimate  that  close  to  4,000  members  of  their 
community  cannot  read  or  write  English;  so  for  many  of  these  people,  obtaining  basic 
reading  and  writing  skills  is  crucial  or  they  will  be  forever  subjected  to  the  economic 
underclass.  Fortunately,  many  agencies  like  Youth  Development  Incorporated,  Catholic 
Social  Services,  and  Job  Training  Services  are  doing  a  marvelous  job  of  helping  this 
population.  Their  efforts  are  to  be  commended  and  strengthened.  These  efforts  will  fill 
the  gap  for  those  who  are  not  ready  to  enter  the  traditional  school  environment.  JTPA 
provides  the  funding  to  the  foregoing  organizations  which  provide  the  crucial  link  to  jobs 
and  family  security. 

Finally,  preparing  the  younger  generation  for  jobs  is  another  role  being  addressed  by  the 
JTPA.  Several  community  based  programs  and  others  offered  by  the  public  schools 
provide  the  opportunities  for  at-risk  students  to  stay  in  school  and  learn  the  techniques  of 
transition  to  higher  education  and  jobs.  Initiatives  like  Youth  Developments  Inc's  Stay  in 
School  program.  New  Futures  School,  and  the  Supported  Employment  Program  for 
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Severely  Disabled  Students,  and  the  school  on  Wheels,  depend  on  JTPA  resources  to 
address  the  special  needs  of  their  students. 

I  don't  envy  the  tough  choices  all  of  you  have  to  make  with  respect  to  our  federal  budget. 

Clearly,  getting  the  budget  deficit  under  control  is  paramount.    I  know  you  hear  fi-om 

various  constituencies  declaring  how  valuable  their  program  is  and  how  any  changes, 

other  than  increased  funding,  would  be  detrimental  to  many.    While  I  fundamentally 

believe  job  training  programs  are  important,  no  program  should  be  sacred,  nor  fi-ee  of 

scrutiny.  The  fact  is  all  programs  can  improve,  many  are  duplicative.  I  want  to  emphasize 

that  while  I  believe  the  JTPA  is  important  to  helping  thousands  in  this  area,  I  encourage  all 

of  you  to  see  how  this  program  can  be  improved,  consolidated,  made  more  eflfective.    I 

certainly  don't  have  all  the  answers,  but  I'm  willing  to  help  you  in  any  way  I  can.   Thank 

you. 

10 

Chairman  Domenici.  I  think  everybody  has  given  us  a  vision  £ind 
some  ideas,  and  some  of  them  are  very  profound.  I  particulsirly  ap- 
preciate Dr.  Sanchez's  observations  about  the  parallel  systems  we 
have  invented,  that  have  come  about.  I  would  assume  Dr.  Santos 
would  agree,  to  some  extent,  based  on  what  I  know  of  him. 

Nothing  is  more  obvious  when  I  asked  you  about  parallel  systems 
than  the  job  training  programs  of  the  United  States  Government. 
Indeed,  we  have  145,  I  think,  maybe  150  programs.  Clearly  some 
are  too  small  to  be  effective;  some  should  not  even  be  around;  some 
should  be  funded  ten  times  what  they  are. 

Essentially  what  we  hope  comes  out  of  the  reorganization  is  that 
we  give  more  flexibility  to  educational  systems  to  take  the  govern- 
ment's money  and  build  onto  their  programs  to  solve  the  needs  that 
we  are  trying  to  solve  with  very  precise  funding. 

That  is  the  notion  that  will  ultimately  permeate  the  Kassenbaum 
block  grant  for  training.  I  do  not  want  to  say  that  parallelism  has 
not  created  some  fine  institutions.  Some  are  indeed  now  institu- 
tions that  are  no  longer  parallel. 

One,  the  vocational  institute  that  you  are  President  of  which 
started  clearly  ancillary  to  either  the  university  or  the  public  school 
system.  It  was  sort  of  going  to  fill  a  need.  Now  we  do  not  know  how 
we  would  get  along  without  it.  But  we  still  pass  laws  funding  voca- 
tional training  and  ignore  institutions  like  T-VI  in  terms  of  what 
they  could  use  to  train  people. 
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On  microloans  and  small  business,  let  me  just  say  it  is  a  very 
small  item  in  the  framework  of  a  budget,  so  I  am  not  sure  we  will 
find  it  in  the  budget  because  the  budget  we  produce  is  really  not 
a  detailed  one,  but  I  will  tell  you  that  I  am  very  impressed,  not 
only  with  your  work,  but  with  the  microloans,  in  particular,  for 
women  businesses,  with  women  start-ups  and  minorities,  and  it  is 
very  exciting  to  move  around  New  Mexico  with  some  of  your  people 
and  see  the  enthusiasm. 

I  only  wish  that  everybody  that  wonders  whether  people  are  in- 
terested in  bettering  themselves  could  have  been  along  with  me 
about  a  year-and-a-half  ago  in  Taos  when  we  had  a  breakfast  at 
8:00  in  the  morning.  There  were  19  potential  entrepreneurs,  18  of 
whom  were  women  and  one  man.  That  fellow  really  felt  strange. 

But  anyway,  I  was  there  also,  and  three  or  four  of  my  staff.  But 
anyway,  to  ask  each  one  of  them  what  they  were  going  to  do  was 
just  amazing  and  why  they  were  going  to  go  in  business. 

I  recall  one  very,  very  well.  She  said,  "I  have  put  off  my  new 
business  for  a  year  because  my  son  has  been  diagnosed  as  having 
cancer  and  I  have  got  to  do  a  little  more  work  there,  but  my  busi- 
ness will  be  a  plumbing  business." 

I  said,  "What?"  She  said,  "I  am  a  plumber  now,  and  I  am  going 
to  build  a  plumbing  contractor  business  and  I  am  going  to  try  to 
train  women  plumbers."  And  I  said,  "Are  you?"  And  she  said,  "Well, 
they  make  four  times  as  much  as  anybody  else  makes  in  this  town, 
so  why  not  do  that?"  Well,  that  is  pretty  good.  I  was  very  im- 
pressed and  I  have  not  followed  up,  but  I  hope  she  succeeds. 

We  will  stay  in  touch.  I  very  much  appreciate  the  observations 
and  unless  you  are  prompted  to  say  something,  we  are  going  to  ex- 
cuse you. 

In  the  process  of  doing  that,  I  note  that  here  on  our  left,  there 
are  some  people  that  have  seemed  to  indicate  to  us  that  they  are 
unhappy,  that  they  want  to  do  something  or  say  something.  Let  me 
tell  you,  I  have  been  very  accommodating,  but  I  am  going  to  listen 
to  you  anyway  for  a  few  minutes. 

I  am  sorry  about  the  schedule,  but  there  were  about  150  people 
with  the  same  cause  you  have  got,  maybe  more,  that  were  here  this 
morning,  and  rather  than  make  them  sit  all  day,  we  took  them  the 
first  thing  this  morning.  So  we  had  about  45  minutes  and  it  was 
about  as  good  a  testimony  as  we  have  heard  about  the  SSI  Pro- 
gram. I  am  sure  you  want  to  be  heard.  I  would  just  urge  that  if 
that  is  the  subject  matter,  then  we  have  already  covered  that.  If 
it  is  not  that,  then  why  do  we  not  just  do  this  very  quickly.  We  will 
call  on  you  to  say  what  you  might  want  to  say,  and  if  you  would 
be  as  brief  as  you  could,  we  would  appreciate  it. 

[Chairman  Domenici  listens  to  comments  from  various  members 
of  the  audience.] 

Chairman  DOMENICI.  We  will  be  in  recess. 

[Whereupon,  at  1:25  p.m.,  the  committee  adjourned,  subject  to 
the  call  of  the  Chair.] 
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Testimony  On  Block  Grants  for  the  State  of  New  Mexico 

U.S.  Senate  Budget  Committee  Hearing: 

Returning  Decisions  to  the  State 

Chairman  Pete  V.  Domenici 

Lou  Gallegos 

Governor's  Chief  of  Staff 

State  of  New  Mexico 

May  18,  1995 

I  must  join  John  Sharp,  the  comptroller  of  public  accounts  for  the  State  of 
Texas,  Governor  Fife  Symington  of  Arizona  and  numerous  other  members  of 
the  National  Governors'  Association  from  southern  and  western  states,  in 
expressing  to  you  my  concern  that  block  grant  funding  formulas  currently  under 
consideration  in  Congress  may  force  New  Mexico  to  assume  more  than  our  fair 
share  of  the  nation's  budget-cutting  burden. 

While  New  Mexico  is  ready  to  do  our  part  in  helping  Congress  balance  the 
federal  budget  and  while  we  support  block  grants  and  welcome  the  return  of 
control  to  the  states,  New  Mexico  cannot  afford  the  financial  hardship  which 
will  result  if  block  grant  funding  formulas  are  not  judiciously  and  fairly  crafted 
by  Congress  now. 

Block  grants  structured  with  a  fixed  base  year  and  an  across-the-nation  cap 
on  growth  lock  in  the  inequities  of  the  existing  entitlement  system  and 
automatically  create  "winners"  and  "losers"  among  the  states.  If  Congress 
allocates  base  year  funds  inequitably  (i.e.,  on  the  basis  of  which  state  managed 
to  collect  the  most  in  the  past),  then  the  children  of  New  Mexico  will  get  the 
short  end  of  the  stick.     At  the  very  least,  provisions  must  be  made  for 
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demographic  adjustments,  economic  cycles  and  emergencies.  An  arbitrary 
annual  growth  cap  will  create  undue  hardships  for  New  Mexico. 

I  understand  that  proposed  block  grant  formulas  are  based  on  national 
norms,  almost  none  of  which  are  applicable  to  New  Mexico.  New  Mexico's 
demographics  are  unique  and  must  be  considered  in  several  areas:  higher  than 
average  population  growth;  high  teenage  pregnancy  rates;  pervasive  poverty;  a 
rapidly  increasing  population  of  dependent  elderly;  and  a  large  Native  American 
population. 

New  Mexico's  Native  American  population  provides  unique  challenges  and 
cannot  be  forgotten  in  our  zeal  to  cut  spending.  We  strongly  support  provisions 
presently  under  consideration  for  direct  funding  to  Indian  Tribes.  It  is  my 
understanding  that  block  grant  initiatives  have  generally  focused  on  states 
receiving  and  controlling  funds  and  services,  neglecting  to  consider  the  role  of 
tribal  governments  in  providing  direct  services  to  tribal  members. 

New  Mexico's  population  is  projected  to  grow  8.8  percent  from  1995  to 
the  year  2000,  a  substantially  higher  rate  than  the  projected  U.S.  average  growth 
rate  of  4.9  percent  for  the  same  period  of  time.  New  Mexico  would  be  clearly 
at  a  disadvantage  if  block  grant  funding  formulas  do  not  address  population 
changes. 

In  addition,  30  percent  of  New  Mexico's  population  is  18  years  or  younger 
(where  nationwide  only  26  percent  of  the  population  is  18  years  or  younger)  and 
this  population  is  projected  to  grow  in  New  Mexico  from  1995  to  2000  at  twice 
the  national  average.  If  block  grant  formulas  fail  to  take  into  consideration  our 
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higher  than  average  dependency  cohort,  again.  New  Mexico  would  be 
disadvantaged. 

New  Mexico  sadly  has  a  disproportionately  high  birth  rate  among 
teenagers  which  contributes  to  increased  dependence  on  the  social  safety-net. 
As  you  are  well  aware,  these  young  mothers—many  of  them  single— are 
frequently  dependent  upon  the  programs  which  the  proposed  block  grants  will 
finance.  This  is  another  unique  characteristic  of  New  Mexico  which  must  be 
taken  into  account  in  the  development  of  block  grant  allocation  formulas. 

Due  to  a  variety  of  factors.  New  Mexico  is  a  poor  state  with  an  average 
poverty  rate  of  20.7  percent  out  of  a  population  of  1.6  million:  that's  over 
330,000  adults  and  children  living  at  or  below  the  national  poverty  level. 

Finally,  New  Mexico's  elderly  population  is  projected  to  increase  by  10.3 
percent  in  the  next  five  years,  a  rate  two  and  one  half  times  greater  than  the 
national  average.  However,  even  without  this  high  growth  rate.  New  Mexico 
already  has  one  of  the  highest  proportions  of  elderly  to  total  population  in  the 
country.  Because  of  the  high  proportion  of  young  and  old  in  our  state's 
population,  we  have  a  correspondingly  small  productive  work  force  to  support 
tax  increases  which  might  become  necessary  should  block  grant  funding  be 
inadequate  for  New  Mexico. 

Particularly  in  regard  to  Medicaid,  we  ask  that  Congress,  at  a  minimum, 
include  a  mechanism  which  addresses  population  growth,  poverty  and  caseload 
factors  in  determining  a  fair  and  equitable  growth  index.  We  must  assess  the 
impact  of  changes  not  only  in  terms  of  the  Medicaid  eligible  population  but  also 
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the  manner  in  which  such  changes  affect  the  entire  health  care  infrastructure  of 
New  Mexico  and  the  health  status  of  all  of  our  state's  citizens. 

Again,  with  regard  to  Medicaid,  it  is  our  understanding  that  the  base  year 
which  Congress  is  considering  for  most  block  grants  is  federal  fiscal  year  94. 
Again,  I  hope  that  you  will  create  a  mechanism  for  exceptions  to  this  general 
policy:  if  not,  recently  expanded  Medicaid  services  in  New  Mexico  (Medicaid 
to  185%  for  children)  will  suffer.  Since  it  is  highly  improbable  that  New 
Mexico  will  be  able  to  absorb  100%  of  costs  related  to  this  particular  Medicaid 
expansion,  services  will  be  cut  back,  and  our  neediest  children  will  bear  the 
consequences. 

Afforded  sufficient  responsibility  and  incentives,  I  believe  that  New 
Mexicans  are  in  the  best  position  to  target  needs  and  to  creatively  deliver 
services.  Block  grants,  fairly  structured  and  allocated,  will  demand  that  we 
become  expert  and  efficient  managers;  that  we  learn  to  set  priorities,  make 
difficult  decisions  and,  above  all,  plan  ahead.  Strict  spending  limits  will  serve 
to  encourage  self-sufficiency  and  innovation,  and,  if  we  are  successful  greatly 
improve  the  quality  of  services  provided  to  families  and  those  most  at-risk. 
Although  we  all  recognize  the  importance  of  balancing  the  federal  budget,  I 
believe  it  would  be  a  mistake  to  move  too  rapidly.  The  federal  government  has 
taken  years  to  get  to  this  point.  It  would  be  a  serious  misstep  for  Congress  to 
quickly  delegate  to  states  the  responsibility  for  several  block  grants  without 
giving  them  an  adequate  amount  of  time  to  prepare  and  plan  the  management 
and  delivery  of  services. 
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The  latitude  and  independence  that  block  grants  offer  states  should  not 
necessarily  be  exchanged  for  a  reduction  in  federal  dollar  support.  We  ask  that 
fiscal  safeguards  be  left  in  place,  such  as  easily  accessible  rainy  day  funds-and 
I  do  not  mean  loan  funds--the  carryover  of  grant  fund  balances  from  year-to- 
year,  the  authority  to  transfer  excess  grant  funds  from  one  block  grant  to 
another,  the  opportunity  to  increase  block  grant  funds  under  unusual  and  special 
circumstances,  and  a  guarantee  that  as  New  Mexico  grows  to  he  more  efficient 
in  its  spending  that  federal  support  will  not  diminish  correspondingly;  in  other 
words,  that  New  Mexico  will  be  rewarded,  not  punished,  for  implementing  cost 
savings  measures.  Bonus  payments  are  a  great  idea  only  if  they  are  accessible 
to  the  states;  if  a  bonus  is  too  far  out  of  reach,  it  will  not  truly  serve  as  an 
incentive. 

It  is  our  hope  that  state  match  requirements  will  be  eliminated.  If  one 
purpose  of  block  grants  is  to  encourage  independent  management  at  the  state  and 
local  level;  let  us  have  your  full  confidence.  Governor  Johnson  and  our 
legislators  will  remain  responsive  to  the  needs  of  New  Mexicans-we  do  not 
need  match  requirements  to  ensure  that  program  objectives  are  met.  We  will 
not  compromise  those  New  Mexicans  most  at  risk:  our  disabled,  our  elderly  and 
the  children  of  the  poor. 

If  block  grants  are  instituted,  it  is  crucial  that  New  Mexico  know  well  in 
advance  what  amounts  it  will  receive  under  capped  block  grants—not  just  for  the 
upcoming  fiscal  year,  but  for  at  least  seven  years  down  the  line.  Funding  limits 
will  demand  that  New  Mexico  revise  and  update  most  of  its  long-term  planning 
efforts  in  order  reduce  costs  and  prepare  itself  for  the  difficult  choices  ahead. 
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While  New  Mexico  gladly  accepts  the  challenge  and  responsibility  of 
block  grants,  please  remember  that  we  ask  you  to  adequately  safeguard  our 
baseline  levels  of  spending  by  incorporating  mechanisms  that  will  ensure  that 
New  Mexico  is  not  put  at  risk  during  this  time  of  experiment  and  innovation. 
According  to  a  recent  study  by  the  Kaiser  Commission  on  the  Future  of 
Medicaid,  New  Mexico  would  be  one  of  the  five  worst  losers  under  a  uniform 
block  grant  cap,  even  though  it  has  the  second  lowest  rate  of  Medicaid 
expenditure  growth  in  the  nation  and  has  very  low  disproportionate  share 
hospital  payment  levels. 

The  critical  path  for  us  will  be  that  the  creation  of  block  grants  be  done 
with  consideration  for  variations  in  population  growth  and  demographics  as  well 
as  economic  status  and  infrastructure.  It  is  my  belief  that  the  only  equitable 
formula  is  one  which  recognizes  the  changing  needs  of  the  population  of  each 
state,  rather  than  one  that  rewards  states  which  historically  hired  the  best 
consultants  to  exploit  loopholes  and  devise  schemes  for  harvesting  the  most 
federal  dollars. 

We  in  New  Mexico  recognize  that  balancing  the  federal  budget,  by 
necessity,  is  a  shared  responsibility  of  the  states  and  the  federal  government. 
It  is  a  responsibility  which  we  are  willing  and  able  to  accept  and  manage. 
However,  the  sharing  of  this  duty  also  implies  the  sharing  of  critical  decision- 
making in  regard  to  block  grant  implementation.  For  New  Mexico,  the  most 
important  issues  are  timing  and  fairly  structured  funding  allocations,  both  of 
which  will  significantly  affect  our  ability  to  successfully  contribute  to  our  mutual 
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goal  of  reducing  the  federal  deficit  while  at  the  same  time  meeting  the  most 
basic  needs  of  our  citizens,  especially  the  young,  the  poor  and  the  disabled. 
This  concludes  my  statement.  Thank  you  very  much. 
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